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Kremlin’s Suppression of Basic Freedoms Continues es 

, Ve ee _.«  “\.. events themselves for political, Le 
purposes. Policy in regard to: |... 
the Soviet Union has been: 
formulated on this basis for: . me 


nearly three decades, 


Gains Consolidated 
Recently, the myth of the 
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: B oH, aN 
' EDITH KERMIT ROOSEVELT. 

Washington — The intensifi-. 
cation of the cold-hot war and 
the current willingness of some 
Administration circles to ad- 
mit that there has been a “re- 


a . The Sunday Bulletin | 
Opinion. and Review 


PHILADELPHIA 
Sunday, February 4, 1968 | 5 


VB 


Via, 


“evolving” in 


. vival of Stal- - “meliowing” . Soviet Russia {| 
‘ inism’? ' pro- proclaimed by this country’s | aor 
| vide the op- ment or a revolt recedes into: data of this nature is a New policymakers has helped the .| °°, 
- ; portunity to the distant future. _ York-based group of Ukrainian Aremlin to consolidate’ its+),. | 
¢ examine the From Lenin to Brezhnev, So- refugees called Prolog which gains still further as well as to + ae 
; { post-war’ thee‘ viet leaders have had to grap-: benefits from CIA links. "support so-called “wars of lib- <i -': 
he tory that the ple with the problem of con- Other’ ‘Ukrainian’ ‘refugee eration” as in Vietnam and \j °' 
7. , USSR is trolling the more-than 100 na-' groups have for sometime Korea. Molding public opinion {| °°; 
\ 


the same di- 
| rection as our 
own = ‘‘induss 
\ trial society.” 


acd pe nt 
Miss Roos 


Aiea BEY 


tionality groups within their 
borders, There has been cone: 
‘tinuing resistance by these 
peoples to ‘Soviet Russian ra-' 


evelt cial and economic discrimina-- 
The assumption is that the. 


tion, oppressive colonial poli-. 


been disclosing in their ethnic , 


publications similar dramatic 
accounts without being able to 
arouse much outside interest, 
The manuscript, which 


reached the West by under-- 


ground sources is by Vyachee 


required a change in covert’|'!. 
activities to conform to this:|: , 
policy, yo 
- In 1963, the CIA waa ordered ° 

to discontinue ftfids for Baltic «|. 


House in New York which has ‘|; ' 
served as a rallying point for || °.. 


_ time will come when, like the ces and cultural Russification' 
! proverbial lamb and thelion, programs. hi 
: Washington and Moscow ‘will be . The Soviet state has used a. 
alike, probably as allies, Pre- number of means to terrify ‘its 
sumably, all we have to do is: population into submission, ° 
‘tg avoid “escalation” by being. ranging from such extreme 
; patient; that is to say, to methods as genocide and de-’. 
avoid “provocation.” We. portation to the more benign 
i should accept any insult, em-’ and even more effective tech+: 
‘ parrassment, harassment or, niques of ‘ selective arrests, 
, even such “unilateral disarm-, secret trials and reprisals. 
“ament” steps as failure to per-,. 
‘mit nuclear power to be’ 
provided for our newest carri-, 


- 


slav Chornovil, a young Com-: exiles from behind the Iron ‘ ah 
munist League secretary, who Curtain who wanted their free- "| : 
was sentenced to a slave Jabor ' dom, The following year, the 4: i’ 
camp for protesting his trial. ‘name of “Radio Liberation,” ”) «:; 
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Details Coming In_. 
Now, inside official U. S. cir-.. 


hi. 


o 
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ve @tabigg aed petal deere dee 
ast are) 


; also U. $. financed, which 4 \«j 
UWA Magazine broadcasts behind the Iron}. 
The September-October hig ass changed to “Rae 
monthly issue of the magazine dio Liberty and its liberation . Pa 
. entitled ‘Problems of Commu-: pnieCHVe, as discontinued. lee 
nism,” produced by the United Throughout this period, there. 
“ States Information Agency, is, W@S "0 change in the. a a 
devoted entirely to the nation-' Seat ieee eine um A 
“ ” alities and nationalism in the * I he 
as The US.S. Kennedy. ‘cles an effort is being made USSR. Richard Pipes, a Har- Bee 7 ee paar ae ee 
| Only a Tactic? . to disclose détails regarding vard professor, declares frank- tala egal edt room es ean 
: ‘\Moscow’s imperialistic poli- ly: ‘The. nationalism of the became *no-news; age the ti 
It has become legitimate to. .cies . vis-a-vis the nationality minority-peoples of the USSR’ tail being Beet ein ‘il ee 
ask whether the — so-called. “groups ‘behind the Iron Cur~ -(ike that of ‘the ‘Russians ° source, ts not ae ried a 
| thaw"? in Russian society is tain, something that has been. themselves) has grown and ine to get to newsmen. odd ; au 
l really any different than the . hushed ‘up by our officialdom | tensified.since 1917.” The Gov- old “no-news 18 al enly 4 |! 
‘Maoist slogan of “let a thou- until now. Although this is still . ernment publication details the NeW-news -ang sma Hele is 
_sand flowers bloom.” Mao has....not being brought up publicly, Kremlin's “oppressive colonial “are being taken to present the : 
_, openly. admitted . that * this stories and documentation. con- -practices” against the Mus- — ruth, : 
. . | “thaw’? was: only a tactic to’: cerning Red Jim Crowism are , Jims, Jews, Yakuts, the Baltic. . 
oe | have opponents of the regime’. being made available to some, peoples, Armenians and others‘ 
$f traise their heads and: thus in. newsmen in an effort to exert, up to the present day. . 
ee . » Leffect denounce themselves... some sort of counter-pressure - One can only wonder why 
es i _ The crackdowns on intellec- “to the Kremlin’s propaganda the U.S, Government has tak- 
“| tuals today particularly among , against U. S, involvement in ,en‘so long to recognize what . setting world peace.’ 
"i non-Russians in the Soviet , Vietnam. - 2" must have been known ally & ais. 
“Union, is so effective because’. Portions of a manuscript’giv- along by .any reasonably in- ts 
it allows members of the ing details concerning” the. il- “ formed’ specialist on Soviet af- neat 


Ukrainian and other’ national. legal, secret trials of 20, fairs?. This is a question which ; 
ity groups to expose . them-: Ukrainian intellectuals: have has to relate to news manage;? 
‘selves during these supposed , been disseminated: in’ the U. S..” ment, which involves more than:: 
i. thaws, Inevitably, a crackdown’ The, channel for. ‘this wide- blue penciling or suppression. 7.07) "4.3 
' _! occurs and the possibility of an spread” ‘distribution and “for , of information at the source but Tig ek? tes 

move- , some _ additional ‘"; significant “the actual .- manipulation , of, ~~ 
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: ' by ScomT MAIER” a 
; Pgh ay THY 
: The Central iimalilgencs Agency: 
; today is not the cloak-and-dagger - 
{ operation. that the press some- - 
' times portrays, Herbert Hetu, an 
‘ assistant director of the agency, 
' told the Ballard eons ‘Club yester-”. ie 
i day. ‘ 
; “A great: ‘deat’ has changed in’ 
; the last 30 years . We're no 
i longer (posing as) journalists or: . 


thee gs rea gahye arm f 


missionaries. We are not doing 
fa tests with people. The dirty- 
i ‘a S business is a very minor.y . 
! part of our esmness today,” Hetu | 
, said. Pe aH ie SO 
j He said fiallasnee: activities 
! now focus on gathering informa-~ 


tion on such things as. energy re. - sag v "Herbert Hetu - : - 


; sources and economic conditions © “3 * 
: Of foreign nations. Much of this: :- “We stil need the- ‘spy’. 
: datais collected from newspa- + 


he aren ene thie tne reimtinty 


: public sources, - ‘o get es, we still need the 


added, “we still use the old-fash: “* Executive ae Congressional ov- 
ioned spy. It’s still ‘an important “erseeing of C.I“A. activities will be. 
| part of our organization, — ; 
“If we. discover technical ‘evi. - t“We~'do have people looking 
Some ‘of the: 
Eplace 15, ha years. 


nam a 


EP Tn EE enn N OR gael: wh! Bre keee + 


.@ new, weapon, the President . think this is, 
z wants. to: ‘know what. the: (foreign: =“thin zcthings th that. at-took 
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et cently come to light because of 
the Freedom of Information Act. . 


... tive morality, 
> was all | right 20, 30 years ago; isn’t : 
'. today.” 


4 '. §s’still a legitimate C.I.A. activi a 
, . These covert operations genera! 


pers,: radio broadcasts and other # a vernment) pe to. do with ji it hay No. 1 in our black books, but 


.“But> when all” ‘else’ “fails,” he spy.- a ae 


-{-= ‘Besides being an assistant direc-?} 
:,,Bood for the agency, Hetu said. 3. 41 


? dence, such as the development of — ower our apr today. We’ 


“ones : 


22 ag - Peas FRR: 1 


ago may. oe have happened it 
#there had been congressional ove S 


: for covert operations which, in the 
past, have included assassination. 
-and disruption. of foreign een 


: “ends, 
, 


He said such. operations have: re- 


' “We. are dealing with retroac-- 
” he said...“What 


Hetu said some covert. ‘Retivity” 


eae bribes and Propaganda, he 
sai 

“Thirty years ago, we were onl 
.into the Soviet Union and its only 
- lites,” Hetu said. “Today, things 
have changed. The Soviet Union is - 


; we now gather information Sit” 
every nation in the world.” 20% 


~tor of the C.1.A., Hetu is in charge’ 
“of the agency's ‘public. affairs. He 
‘3i§sa retired Navy captain’and has! 
served as public-affairs’ assistant; 
"to the secretary of the, 2, Navy." ae 
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Soviets’ Empty Promises on Rights 


Reviews Focus Attention on Failure to Live Up to Helsinki Pact 


By ERNEST CONINE 


Ten years ago President Gerald R. Ford, 
joining 34 other heads of state in signing 
the Helsinki accords, said that “history will 

this conference ... not by the 
promises we make but by the promises we 
keep.” . 
It was good theater, and it was appropri- 
ate. Unfortunately, the Soviets have not 
kept the human-rights promises embodied 
in the document that they signed at the 
1975 Conference on European Security and 
Cooperation at Helsinki. 

This doesn't mean that the whole thing 
was a mistake. There is great value in 
maintai an international forum in 
which the Soviet Union can be brought to 
public account for the systematic denial of ~ 
fundamental rights to its own people. 
Review conferences, such as the one held 
last week in Helsinki on the 10th anniver- 
sary of the signing of the accords, provide 
that forum. 

The 1975 Helsinki conference came™ 
about because of Moscow’s anxiety to win 
international recognition of the East-West 
boundaries set by force of Russian arms in 
World War Il. They didn’t get ail that they 
wanted, but the other signatories did, in 
effect, validate the permanence of Soviet 
influence in Eastern Europe. 

In order to gain Western approval of this 
portion of the agreement, however, the 
Soviets had to accept a package of human- 
rights tees covering such things as 
freedom of thought, religion and emigra- 
tion, and “the right of the individual to 
know and act upon his rights.” 

The West now has the same right to 
insist that Moscow live up to the human- 
rights provisions of the Helsinki accords as 
the Russians have to insist on Western 
adherence to the language dealing with 
international frontiers. 

Since the signing of the pact, working 
conditions for Western journalists in Soviet 
Bloc countries have improved. The provi- 
sion on reunification of families, especially 
important to West Germans, has helped. 
With some exceptions, Moscow has given 
advance notice of military maneuvers, in 
keeping with the agreement. 

On balance, however, the Soviet per- 
formance has been dismal. The number of 


find it hard to leave the country, 
the Helsinki agreement’s provi- 
sions to the contrary. 

The fate of the 100-odd Soviet citizens: 
who formed a Helsinki Watch Committee 
to monitor the compliance of their govern- 
ment with the Helsinki accords (an activity 
that is specifically called for in the agree- 
ment) is especially relevant. 

Fifty-one are locked up in prisons, labor 
campe and psychiatric hospitals, or have 
been exiled to places far from their homes. 
Four have died after years of mistreat- 
ment. Twenty have been released after 
serving sentences, but live under the 
threat of rearrest. Seventeen have emi- 
grated to the West because of the threat of 
imprisonment. The remainder live in a 
constant state of intimidation. 

Andrei Sakharov, the most prominent 
member of the human-rights movement, 
languishes as a non-person in Gorky, 
where he was exiled for the sort of criticism 
that is routinely voiced in the United States 
by civil-rights activists and members of 
the Union of Concerned Scientists. 

Then there is the experience of the 
Group for Establishing Trust Between the 
U.S.S.R. and the United States. This un- 
official “peace” group rejects the “dissi- 
dent” label, and avoids challenging the 
legitimacy of Communist rule. But the 
Kremlin runs its own tightly controlled 
“peace” movement, and doesn’t allow 
i ig agitation in this or any other 

el 

Members of the group are constantly 
harassed and discouraged from meeting 
with visiting Western peace activists. One 
key member, Vladimir Brodsky, has been 
accused of “hooliganism,” a charge that 
could lead to a five-year prison term. 

citizens are not allowed to 
subscribe to Western publications. The 
incarceration of political dissidents in men- 
tal hospitals is routine. Religious instruc- 
tion of persons under 18 is illegal, and 
religion in general is discouraged. 

On one level the Kremlin blandly asserts 


that human rights, even as defined in the 


West, are fully observed. Moscow's funda- 


jUuMaNn-TICHis spe 
p ial for its crimes. 


mental position, however, is that the Soviet 
system offers true human rights: the right 
to a job, a place to live and three meais a 
day. (Never mind, as a U.S. diplomat 
reminded the Soviets lately, that the 
average Russian lives less well than an 
Americari on welfare.) ma 

So far there is no indication that things 
will get any better under Mikhail 2 
Gorbachev, the new Kremlin leader. The 
arrests continue; emigration is almost 
non-existent. And the regime continues to 
display a bizarre sensitivity to human; 
rights accusations. = 

On the eve of last week’s Helsinki review 
conference, the 


The Soviets c that the whole 
was or e and tha 

an newsmen cov e even! 

were “bri to do so. They warned 
a re. ns : 


mark an weden, in (4 


er as a result eir allowing the 
even e place on their soil. j 


Meanwhile, at a news conference in 
Moscow, Foreign Ministry spokesman 
Viadimir B. Lomeiko lost his temper and 
accused human-rights advocates in the 
West of being slave traders and debauchers 
of young girls. 

Some within the Reagan Administration 
propose staying away from future Helsinki 
review conferences in light of the Soviets’ 
contemptuous disregard of their own sol- 
emn pledges on human rights. 

British Foreign Secretary Sir Geoffrey: 
Howe had the right response: “The Helsin-- 
ki Act established a benchmark by which 
to judge the way in which governments 
deal with their own people. Despite all the 
disappointed hopes, the Helsinki Final Act. 
did light a beacon that centinues to shine. 
We must continue to include human rights 
and human contacts on the agenda of o 
future meetings.” . 


Ernest Conine is a Times editorial writer. 
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WOMAN SEEKS REFUGE FROM KGB 
BY RICH TOSCHES 
LOS ANGELES, CALIFORNIA 


A RUSSIAN MURAN WHO SAYS SHE REFUSED YO BE A 
SPY FOR THE KGH HAS LEFT HER HUSBARD BNO CHILDREN (8 INDIA. GEFECTED 
10 THE UNITE® STATES Aut APPLIED FOR POLITICRL AS¥LUn, | 

THE ANNUUNCEMENT UF THE GEFECTIOR KRG MADE WEGRESUAY BY THE HEAD 
QF THE BAN THE SOVIETS COALITION. DAVID BALSIGEN) PRESLOERT OF THE 


THE FHUSSLAR BOYEOTT GF THE 1994 SUAMER ULYNFICSs SHID TRE S5-EAR-ULE 
HUMAN LS LIVING IH LUS HRUELES. 

" e RILL CONFIRM WE BO HRYE H LADY Whe RPPLIED TORRY FOR POLITICAL 
ASYLUA RHO RAS A SORCET)* deRRY SEMELLI GEPUTY DIRECTOR OF THE 
TMH LGRATLOR fmt SHTURBLIZHTION SERFLCE IX LOS ANGELESs TOLE uP. 

“THIS LADY APPEARS TH BE HOY R CELEBRITY In Bey BAY. SHE'S WATE 
Hi HYERAGE FERSUR." a 

HE REFUSED TG DISELOSE AY GETHILS UF REK ST TURTIOGN: ET SHID TRE 
CHa OF A RUSSTHN DEFECTION BAS “FEET URUSUAL SURFLY BERHUSE TRERE 
HSER? T RANY PEOPLE HHO TRAYEL QUTSLBE UF THE SOYLET UNIORK, * 

BRLS GER SHLD TRE BRUNHN TULD HLA SHKE.WHS DEFECTIRG HERAUSE SHE 
REFUSED TU WORK FUR THE SU¥IET KGB. 

_ "SHE SHID THEY HERE ASRIN HER TU BU CERTHIN TYPES UF SPYIRG 

ACTIVITIES CI INDLA!) AND UTHER THLRGES RRILH SHE COULD RET AGREE Tus‘ 
BHLSIGER SHIDO. 

“THIS HAD GORE Um FOR HedguY A TEAR HAG THE SOYTETS HAG APPLIED A 
KURBER OF PRESSURE TRETICS. SHE KHS IW FERRE OF KACO RETRLIAT HOA FOR 
HUT BETRG COOPERATIVE. * 

BELSIGER SRIG IYRIRR RAJUBDER, WHO IS HRERGED Th An ERGEREER FRUR 
INDIA WHO SHE MET WHILE AYTERDERG SERXGOL LR LER INGERD: LEFT HER 
FHRILY LASY WEEK AND ARRIVED TR NER FORE THURSDAY, SHE CONTACTED A 
FRIEND GF HER HUSEARD IN LOS ANGELES AND ARKIVE Ih LOS RRGELES 
AURDAYs KHER THE BHR THE SOFLETS LUALITLOR RRS LUNTRCTED Hee A 
REETING BHS SET UP HITK Hf HTTURNEY. 

BUY BRLSIGER SHID A THIRD PARTY -- AR RUSSIAN RHO GEFERTED THROUGH 
ITALY A FER YERES AOD AND 1S ROW A STUDENT RY UCLA -- CRFURRED THE 
FEC OF THE SITUATIUH. : 

“THE FAL THER SERTCHED HER FROR RR UFFICE RHERE WE WERE YO EET 
DEGRCEFED HER. § 

Continued 
Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


“ARTICLE APPELRTR 
CN PACE 


ot oup Sets Safety Net 
fo Snatch Defectors 


a Olympic Games 


By Jay Mathews 


Washingwon Poet Siot! Writer 


LOS ANGELES, Apri] 13—Youth gangs in this run- 


own neighborhood heve spray-painted red, black and : 
~hite graffiti over the beige brick wall guarding the little ; 
Quare building on West 24th Street. A few workmen ere 
atching some interior walls A colorful mural of Tallinn 


verlooking the Baltic Sea haunts @ derk and empty 
nesting room. 

Estonian House, for 30 years a little-noticed part of 
‘eceying central Los Angeles, does not seem to be the 
art of place to expect en international incident. But it 
es been designated 2 possible “sefe house” in @ plen to 


Neourese Mess Gefections at the 1984 Olympic Gemes > 


ere, 
In an es lating series of outraged compiazints, officiels 


= the Soviet Union heve accused the US. government of - 


meoureging the activities of a smal] group of anti-Soviet 
americans with Hes to eestern Europe who went to keep 
re Russians out of Los Angeles altogether. 

The Soviets, in Gemending ¢ special meeting of the 

sternationa] Olympic Committee on the issue, heve j in- 
zted the importance of the Ban the Soviets Coalition 
st of proportion to the coelition’s numbers, but reveeled 
chat en international propaganda battleground phe 
ames may be this summer. 

Tony Mazeikz, 2 coalition member from the Baltic 
mencan Freedom League, speaks of plans to create as 
-2ny es 500 possible sefe houses and “a network of dif. 
sent people speaking different langueges” ready to help 
ay defector from the Soviet bloc. 

Ata leezve meeting this week, Mazeike: seid, Estonian 
mouse wes identified es a likely gathering point. From 
e nearby corer of 24th Street and Ellendele place, one 
a easily s see the University of Southern Califomia high- 
=e dormitories Jess then 2 mile away from where hun- 
eds of Olympic athletes will stay in one of the two 
es villages. 

tate Depar ‘ment spokesmen have denied sponsoring 
encouraging the cozlition's activities. But Mazeika said 
sabers of his league met with Assistent Secretary of 
zte Elliot Abrems on March 17 at a human rights con- 
~ence in the Ambesssdor Kote] here. 
Abrems said this week thet he told Mazeike and oth- 
3 thet the Stzte Department realized the’ possibility of 
Zections at the Games and would be ready es usuel to 
“er physice] security to those seeking esylum, althoug 
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~ the department wes neither enco 


)00100520001-9 


Being DOr discouraging 


o 


defections. 

David Finzer, an Anglican priest serving es the coali- 
tion's representative in “Weshingion, said, however, that 
he felt the State Department had been of little help. The 


‘coelition feiled to persuade the department to ber some 


of the 25 Aeroflot flights the Soviets plen to mzeke to Los 
Angeles during the Games. 

“We pet some off-the-record sympathy, and that’s all,” _ 
Finzer said. 

One Reazan administration official said the White 
House had received Soviet complaints about the coli. . 
tion, based on the assumption that “all countries cen 


‘control these things 


The official wad the White House passed the com- 


. plaints on to the State Department and had“done noth- 


ing to encourege the coalition He said the administre- 
tion wanted the Soviets at the Olympic Games so that 


- President Reagen will have 2 “world stege” on which to 


appear es an international leader in an election year. 
David W. Balsiger, tbe coalition’s natione! executive 


‘Girector, Orange County advertising executive end av- 


thor, said the Aeroflot. fights were epproved through” 
“pressure from [Los Angeles Olympic Orgenizing Com. . 
mittee President Peter V.} Ueberroth on [presidential 
counselor Michael K.) Deaver and others.” * 
: But Baisiger said that the addition of 2,000 Soviet 
officials brought { in on the Aeroflot flichts “mey not. be 
such 4 disadvantage, because there will now be a Jot 
more opportunites for defections.” 
In its endeavors the coalition bes secured the hilo of 
vere] Soviet bloc defectors, particularly jormer Noses 
EZMEDOV 


pr gency editor Yun 
STE his name to Tomar D. Scar since the oH 
“helved him surreptitiously leave 2 diplomatic essisnment 
in Indie in 1970 enc now works es 4 writer end politica) 
apslvst in Los Angeles. 
In an interview, Schurman denounced the U.S. decision 
to admit 2 laree Soviet cruise ship to Long Beach ang. 
s Angeles harbors. He said such ships keep entertain- 
ment facilities for visitors on their upper decks, while 
Tmeintaiping “war remes” electronic surveilence e0ulp- - 
ment on Jower decks to monitor U.S. radio end telephone 
Transmissions, 
The coalition began with a small group of southern 
:Celifornians upset st what, they regerded as a weak of- 


ES 


. ficial American response to the Soviet downing of a Ko- 


‘reen Air Lines jetliner with 269 people aboard lest Sep- 

tember. : 
i “I got quite irritated that the chy aeuen this country 
‘took was e-few strong statements and kicking out three 


Aeroflot ticket agents,” Belsiger: said.“ t could have been 
‘my kids on that plane.” es 


Balsiger, who puts his ege at “about 35, is a restless 
‘Costa Mess entrepreneur who has run edvertising cam- 
‘paiens, pursued Jand desls, campaigned unsuccessfully’ 
for Congress and written two best-selling books later 


h 
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‘The Machington Merry-Go-Round 


LEAA: $20 Million for 


By Jack Anderson 
and Les Whitten 


The helter-skelter Law 


reports+annual seports, 
special reports, thick reports. 
; thin reponts, repgris with 
plain coveks, reports with 
fancy covers\ Her¢ are a few 
* of them: 
ae a buyeaucracy of 
“some 730 wolters. LEAA 
apparently cannpt produce its 
“own annual révort without 
outside help./ Flour of the 
: agency's seve anhual reports 


$293,700 
> need" 


nt. No fewer thar 
worked on 
For all. 


» Work and, therefore, ne reason 
“hy such a projeet should 
eceive further support for 
LE AA.” 

— LEAA is even supporting 
rescarch in Canads ebout 
_fmerican crime problems. A 


University - of | Toronto 
‘ofessor, Walter Berns, An 
Almerican, is working of a 
bodk “of interest to a genéral 
audence" tentatively/ en- 
tirtlkd “Crime and Cdoital 


geithe ; 
At American cae -ersity in 
Washington LEAA/is helping 
former W.C. Police Chief 
Jerry W lson / write his 
profession ) emoirs. A 
generous $153,823 has been set 
aside for a t\o-year research 
project analyying the past 10 
years of D.Q.\ crime control 
efforts. Wilgbr\ will be paid 
$48.465 
—LEAA gpent\$17.481.32 for 
the work of Pres§ Intelligence 
Services, Inc., a\Washington 
news clipping sdrvice. The 
firm sends LEA: copies of 
national press sto ies of in- 
terest t 


were “for the eatir 
/ He hired outside peop! 
eesist him. Berns explaire 
ie knew of no pro 


rdy to the general public. He 
skid, hawever, that his 
ovalties for  ‘“secholariy 
verks” have been minimal. A 
pokesMan for Press 
ntellisence Service said iis 


ERAS 


ernment work was 
priva atter.”’ We-Were 
unable to rPacl Wilson for a 


See : 
omputer Bank— an 


ironic turnabout, the Bank of 
America and other hard-nosed 
capitalists unwittingly have 
been financing a computer 
that spits oul highly critical 
information on their activities 
in Latin America. It also 
catalogues CIA missions south 
of the border. : 
Sweet-talked into an 
operation called “Keeping 
Track of the Spies” were the 


bank's foundation, the 
Zellerbach Family Fund, the 
Irvine Foundation, the 


Firemen’s Fund Foundation 
and other esteemed philan- 
thropies. 

A commune of computer 
scientists called ‘Resource 
One" convinced the foun- 
dations to cough up more than 


~ $160,600 to compvterize data 


concerning free clinics and 
other services for the sick and 
needy. + ; 
The young San Francisco 
computer wizards accom - 
plished the job brilliantly, but 
took on an additional chore for 
the left-wing North American 
Cortgress on Latin America. 
The Congress, known as 
NACLA, s«mpathizes with 
Cuban dictator Fidel Castro 
and collects newspaper files 
on such rightist tyrannies as 
Brazil and Chile. on the CIA 


and on U.S. economic 
penetration of Latin America, 
including the Kank of 
America. 


With some coaxing, NACLA 


got tie Resource One corn- 
ter 


scientists to start 
NACHL.A’S files into the 
generation . data 


1 ep 


oris 


machine. The data thus would 
be instantly available to 
anyone NACLA chose. 

But before the project was ~ 
completed, Resource One's 
corporate sponsors found out 
about it and NACLA ran short 
of money to help prepare the 
data. 

As a result, the "Keeping 
Track of Spies’ project has 
been sidetracked. Most of the 
foundations supporting 
Resource One have cut their 
ties. As a Resource One 
spokesman delicately put it, 

‘These foundations 
generously provided start-up 
money. By mutual consent we ° 
are no longer receiving 
support from them."’ 

Both NACLA and Resource 
One denied reports that the 


“Spies” project was designed 


Lo give terrorists a computer 
capability for Waging war 
against CIA and corporate 
facilities in Latin America. 


dismal flop. 


But our oXn/do-it-vourself 
survey, whigt cost us ahb- 
soutely ! stows Lhe 
Gregon | s Arut requiring 


and cans is 


weli-flaveled highway in 
Oregon, we counted one 


Wwaway. Reside oXe-mile 
etches in neighbyring 
Washington and inKansaX we | 
d, respectively, 14 Aad 
ardedLottles andeans 


(19?75,Urnited Feature Sysdicata, inc.) 
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4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20815 656-4068 


FOR PUBLIC AFFAIRS STAFF 
PROGRAM Good Morning America STATION WIJLA-TYV 
ABC Network 
DATE December 24, 1982 7:00 A.M. CITY Washington, D.C. 
SUBJECT Global Bank Holiday/Investigation 


JACK ANDERSON: At this holiday time, there's talk in 
the back rooms of a more ominous holiday. The Central 
Intelligence Agency is investigating the feasibility of a global 
bank holiday. CIA agents have been secretly interviewing 
financial tycoons about the prospects. This may be the best way 
to pull out of the international monetary crisis. CIA experts 
figure that if the banks closed down temporarily around the 
world, they won't have to close down permanently. 


And here's the problem. International bankers have 
extended $500 billion in loans to developing countries. Of this, 
U.S. banks hold about 150 to 200 billion dollars in bad paper. 
But the continuing worldwide recession has hit the developing 
Third World countries right in their treasuries. They don't have 
a prayer of repaying the money they've borrowed. They can't 
even, in some cases, meet their interest payments. 


The debtor nations have only two choices. They can 
default on their loans or they can borrow more money to pay the 
interest and principal as it comes due. Up to now, the 
international bankers have preferred to lend their customers more 
money so they won't default. In some circles this is known as 
throwing good money after bad. 


Well, you might say, "Too bad for the bankers. They 
made bad loans. Let them suffer the consequences." 
Unfortunately, it's not that simple. Many of their gigantic 
loans are guaranteed by the Federal Government. In other words, 
the taxpayers will have to bail out the banks. 


And why does the CIA worry about all this? Well, the 
spy agency is the one that gathers information on the secrets of 
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‘Inquiry on Intelligence Crimes Asked ° 


The Association cf the Bar of the City of New York 
released a report urging the appointment of a temporary 
special prosecutor to investigate pessible crimes committed 
by Federal intelligence-agency employees. George M. 
Hasen, chainnan of the association’s committee on civil 
rights, said that recent Congressiona] committee hearings 
had uncovered sufficient evidence of criminal activity hy 
intelligence empioyees to justify a “full, fair and impartial 
investigation.” 
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N.Y. Bar Seeking 


Intelligence Probe 
NEW YORK, July (UPD— 

--The Civil Rights Committee 
of the Association of the 
Bar of the City of New York 
today released a report urg- 

' ing sppointment of a tempo- 
rary special prosecutor to 
investigate ‘possible crimes 
committed by employees of | 
federal intelligence agen- 
cies, 

At a news conference at 
the  bar’s headquarters, 

. George M. Hasen, chairman 
_ of the committee, said there 
was evidence that, over a 
lonz period of time, senior 
officials in the CIA and FBI 
were involved in activities 
which violated statutory law 
and the constitutional rights 
of American citizens. 

Among these, he said, 
were the use of wiretaps 

"and infiltration of such or- 
ganizations af the Southern 
Christian Leadership Con- .: 
ference. 
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Probe Spy Agencies: Bar Unit 
| 


- The appointment of a special federal prosecutor to probe » 
possible crimes against citizens by federal intelligence agencies « 
was urged yesterday by the Civil Rights Committee of the 
Association of the Bar of the City of New York. . : 

Committee chairman George M. Hansen said, “There is evi- . 
dence that over a long period of time senior officials in the CIA . 

| and FBI were involved in activities which violated statutory law 
| and the constitutional rights of American citiznes.” “Hansen li- | 
kenedeleovert intelligence agency actions 28 revealed recently by | 
congressional probers, to the Watergate coverup. The request for ; 
the special prosecutor will be sent to various congressmen for ; 
endorsement... : —Edward Kirkman 4 
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HOUSTON CHRONICLE 
4 SEPTEMBER 1977 


Baylor College of Medici 


 BeotMeers 


want to | know CIA 


Y NORMAN: BAXTER ea 
Chief, Chronicle Washington Bureau 


‘Washington - _ - Baylor College of Medi- 
cine doesn’t want. to know any: details 
about research: at the school that was. 
sponsored by: “thes, Central Intelligence” 


F omeen Os 


*60s, peer ‘was “aimed ; iin “part “at” 
finding ways for. a person - to -counter. 
drugs and chemical techniques used in 
interrogation and.brainwashing. .-;-._ .. 
- During the - period . of MK-ULTRA,’ 
Weaver said, Baylor had’ more than 7,300- 
research projects under way.- He "sad 


1m Sawn pee erm, 


research detai 


STAT 


R000100520001-9 


ine. doesn’ a 


Is cae cote 


ee 


“8 Rey wot Engh 


"its role by: “funding the research through - + 
other agencies or foundations. Some of 
the lie detector research was carried on 
__the. records. as being done for the Air. 
“aT rhe. Sey: 


“ There has béer: “other research at Bay- 


only one, the lie detector research, was lor which lists the AFOSR as the conirac-. 
identified as a. ClA-funded efforts). “tor, including LSD experimentation and ° 
Existence. of “the: lie* detector” Sroject” “research: into ‘sleep. and + sthe effects - of - 
was first disclosed two Loach ago. The. depriving persons of sleep. = 
research was. done .at- Baylor and. at ..,..Burch also. was the principsl research; 
..Texas Research Institute for Mental er for some of those projects. He says. 
Sciences (TRIMS). The-principal-scien- that he does not believe they were funded. 
tist, Dr. Neil- Burch, has~said- that.the by the CIA: but I gannot | be 100 per gents 
piavaris ver a ‘flop. "that le more certain.” : “Sone ie 
reliable polygraph than that already. in “Weaver ‘said the eis ea 
» search ‘and -what it entailed were sup- use was not developed. ‘ “legitimate” Air Force epee ie 
: plied by'the CIA::Weaver said the college ~ On at least some of the’ -MK-ULTRA’ - Baylor is not making any inquiries of the” 
assumes” the research referred t was _- projects, the CIA Seay to cover up. CIA about those Projects 0 or any others... 
an attempt to’ develop a super lie detec-.: 4 wee tag na 2 
; tor. Weaver said Baylor would not. ask apie places 
: the GIA either to confirm this spe: Ay 
or provide any other information. =>. °°! 


. Some other ‘universities, ‘concerned that” 
they were unwittingly used by the CIA 
-for mnind. control.experiments haye insist. 
. ed that thé-agency provide more infor-.’ 
‘mation: “Among “institutions” which have ° 
- asked for specifics: are Columbia, Prince- * 
ton, ‘the- University: ‘of Maryland, George + 
‘Washington’ and Georgetown universities. : 
“The schools want: to be sure: that. ‘the’. | 
“research was: ethical and legal. Weaver 
“said: Baylor is« sure of the vata ee 
i: research conducted there. ©» *. 

2+ Decuments released by the CIA on its-4 
=: research program known as MK-ULTRA, / 
» have. deseribed,;some experiments in. 
“whieh drugs: were used cn patients with-- 
. / out their knowledge. The site of the’ 
., 2 experiments and identity of the research ” 
‘ers have been withheld. ey 

~MK-ULTRA, which was funded,” with: 

xuillions of dollars a the 1950s. a8 


iid date 


“oy, Agency (CTA). 
This attitude, ‘confirmed by Baylor pub- 

© Jie affairs. director. Frank Weaver, isin . 

‘ marked ‘contrast.to the reaction of : some 

: other, institutions. around the country. 7, 

4 The. CIA. Has .informed Baylor in’ a, 
co letter. - “that. ‘the. school was one of .44- 
~ + eolleges and universities the agency used | 

i for secret research on ways to control 

: human behavior. No- details: on the’ re-- 


fA, a s 


2 


BP SANE SiMe oie 
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EOL APD pod 3 SEPTEMBER 1977 


“ON RAGE PES 


MI-ULTRA, 


“program, ¢ 


The-U.S. Central. ‘Intelligence Agency. getld fu them ‘know, Shey would give oS 


” he said. Z 
iad University: of. Texas. "what they: could,’ 
(aw ee ean | in Austin that an . System . officials contacted the: CIA, 


access to relevant. files, and. 

unidentified UT °,component- institution ela ai ea Peg eke arn 
‘was involved in. secret CIA-sponsored “Some of the material they can make 
ie psychological research known as the MK- available, some they can’t,” Hardesty 
; ULTRA-project.. ° “uw said: The whole situation is very vague 


: chanesilor for the to us,”” he added. 
ae eigen cut that the letter,” : Baylor College of Medicine and Univer. ; 
“a réceived:Aug, 12, said that “although the‘ -sity of. Houston. (UH) officiats per hrae 
"more highly publicized portion. of the - similar letters last month nese h Cs 
; researcit concerned . testing”. of drugs on ed they also might have engaged. in a 
humans, most of the research did not secret research. 


“ arid 60s, its ciatreled: $25 million the agency. 
oe weg ~front ‘foundations to 44. colleges “The project, which: tare using cer-: 
‘and universities across the country. . < tain drug’ stimulants and depressants on‘ 
“Hardesty said, ‘The UT System does’ fully. informed volunteer medicat .and 
‘not know which. ofits institutions was~ college students, tested the effects of the 
~ supposed to have< ‘been ‘involved, ne ‘drugs on lie detector tests and had no 
+ specific “nature of ‘the research or te -agvyerse- effects on “the participants,. 
: individuals supposedly: involved. Weaver said...After “checking. and re-' 
_” 3He said the letter indicated that further. “checking” Baylor records, :. he «said, 
“d information would be“supplied upon re-':*That’s the on! project it would have 
fey quest, and the university had bean await-": - Sea 
“ing morb facts nee 2: releasing B nee of 
rs retey: (the “GIs) indicated that ae we - 


: athe ted! ees 


be Seah ‘the: miverdes has -no- 
- record of ClA-funded research because 
“the university “routinely -destroys : 

* pecords. of research three to five yeu 
t. after.a final report (¢ (of results) is Elaine 


§ * ted, Be say aot ec a de EE 2 Sy 
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“ He- said. a Cra’ ‘ela’ eve tik eae” 
-. that the main bulk of CTA records on- the : 
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" Hoffman said the’ CIA told him the™® 
research at UH was done in the early -: 
_1960s and involved less than $55,000 over Be 
a five-year period. He said the work was ~: 


‘ in basic, fundamental science and did not” 
involve anor ents 5. “wi th: _OrUgs OF 


_ humans. : % 

“Hardesty said the CIA cautioned the -. 
“Ur System that the. MK-ULTRA docu-. | 
“ments which were: discovered only re- ~ 


“cently are primarily financial” records>: 


“and do not provide more than a frag- , 


“mentary Picture of bse Various research . 3 
> projects.” * 


projet were series, Py. the agency in- : 
973..° ; 


ee CIA indicated as that the federal 
"Privacy. Act may forbid-release of the -- 
names.“of the ‘researchers involved in . 
MK-ULTRA and. that:it: currently is. seek--:, “4 
in giyan . opinion’ ‘from “the ‘Justice -- 


i Department. in the matter fi eee Absa. 
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April 22, 1976 


Mr. Joseph Tanenbaum 
Bayside Kiwanis Club 
43-29 Bell Blvd. 
Bayside, New York 11361 


Dear Mr. Tanenbaum, 


Thank you very much for your letter inviting a 
representative of the Central Intelligance Agency to 
Speak to the Bayside Kiwanis Club. I am sorry to tell 
you that we do not have anyone available to be with 
you on the dates you suggested. It is possible that 
we could provide a speaker at a Biter date if your 
group is still interested in hearing from the Agency. 


Again, my thanks for your invitation and my 
apologies for our unusually long delay in responding. 


Sincerely, 


eputy Assistant 


to the Director 


kss 
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So "KIWANIS CLUB OF BAYSIDE, Inc. 
( a 3 Bayside, New York 


FOUNDED 1940 


Meets every Thursday 12:15 noon 
Douglaston Club, Douglaston, N. Y. 


March 11, 1976 


Central Intelligence Agency —, 
Office of Personnel go . 
Washington, D. C. 20505 : Ae 
Gentlemen: snertunttt 


I am the President of The Bayside Kiwanis Club and I am 
trying to arrange to have a speaker from your agency 
speak before a luncheon meeting in connection with the 
work of your agency. 


We meet every Thursday for lunch at the Douglaston Club 
in Queens and at the present time we have dates available 
in April, May and June. 
I would appreciate it if you would call pon receipt of 
this letter to arrange for a date for aie, 
7s 


i 


Joseph Tanenbaum 

Business Address 

43-29 Bell Boulevard 

Bayside, New York 11361 
JT :mg (212) 224 6300 


ae LINN Set 


fa a ee j ‘ fat 
Terese Van pack. | 
ale KOT- Gud we wewa ag tt 
a-s weeks, rw. 
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C] UNCLASSIFIED Ja Uae OLY [1 CONFIDENTIAL [] SECRET 


SUBJECT: (Optional) 


FROM: 7 EXTENSION | NO. 
ee : DATE _- 
OP/RD 211 Magazine Bldg. az 22 March 1976 STAT 
TO: (Officer designation, room number, and DATE oe 
building) OFFICER'S COMMENTS (Number each comment to show from whom 
| receive | INITIALS to whom. Draw a line across column aftar each comment.) 
RECEIVED FORWARDE 


B Mr. Thuermer 
A/DCI 1-F-04 HQ Believe this was meant for 


ae office. 


C/RD/OP 


rom 61 sume] SECRET [-] CONFIDENTIAL [_] INIrRNAE™ “TJ UNCLASSIFIED 


ON PAGE|! 16 October 1984 
' . oe — ~" So Bechtel is plunging into the hotly com- 
‘Toug h S log : petitive market for smaller construction « 


pole It is apo itself for future growth ° 
1 t i d hi : 
Megabuilder Bechtel n new technological and geographical mar- , 


kets. Perhaps most important, it is honing | 

T - : S T its skills in a practice known as “financial | 
engineering.” Like a car dealer who helps | 

Tes to tay on Op customers age vel loans, but on a far: 
wn * : grander scale, Bechtel now will search the | 
By Being Aggressive « | globe for billions of dollars so that cash- . 
ree 2 ‘ . : # Strapped customers can build their proj- ° 
: ; . Ae — . fects. oO . _ : 
_As Huge Jobs Grow Fewer, “It's almost typical-now,” says’ Alden 

: ei + Yates, who succeeded George Schultz as | 
.; It Drums Up New. Work |\pechter's president in May 1983, after Mr. . 
HERON ge oy Qo Cos ys 22 Schultz became Secretary of state. In much. 
~ And Stresses, et: Ig | of the Third World, “you can’t get a job un- 

; aie Ae ae _|less you bring money,” the 58-year-old Mr.» 
Yates says, US. URE 2 Ore 


-} ” The money comes. from, banks, institu- : 
:| tional “investors; governmient-financed ‘ex- * 
port-credit agencies and international devel- ' 
opment organizations. :‘‘Nobody does a bet- F 
, ter job [than Bechtel] .of putting together 
complex financing packages,” says William 
world’s biggest engineering and construction Deasy, the president of, Morrison-Knudson _ 
company through technological excellence, Co., a Bechtel competitor, ‘based in Boise, 
a reputation for completing tough jobs on Idaho. 2. 7 - : 
time and within budgets and, some say,-a « Te smooth relations with export-credit 
‘knack for making friends in-high places. -.: ‘agencies around the world, Bechtel recently . 
-, But those attributes aren't enough any- hired John L. Moore Jr.; former head of the 
more for the world-wide builder of pipelines, U.S. Export-Import Batik, &s exécutive vice 
power plants, refineries, mines, dams and: ‘president of Bechtel Financing Services 
‘other huge projects. Energy conservation, -Inc., the company’s financing arm.;-Mr, ' 
‘high interest-rates, foreign competition and. : Moore joined a large roster.of former gOVv- | 
-the world debt crisis all are taking their tol!” | ernment officials in Bechtel’s. pay, including 
‘on Bechtel..To stay on:.top,: the company: | former CIA director Richard Helms and for-” 
‘must adapt to ‘a: business: climate .far:| mer eputy energy secretary W. Kenneth 
harsher than the petrodollar prosperity that | Davis, both of whom. are Bechtel consul- 


prevailed during the 1970s...) i tants. (In addition, Mr. Schultz and defense 
“a > ; << secretary Caspar Weinberger were. Bechtel 
.executives between stints in government.) . 


¥ ee HE He HE He HK 


EXCERPTED 
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;ETLGLE APPEARED ° TIME 
on Pacz._ 56 - 12 July 1982 


The Master Builders from Bechtel 


Asecretive construction giant enters the limelight 


over the construction of a New Jersey. 
pipeline. The firm was further embar- 
rassed in 1977, when it installed a 420-ton - 
nuclear-reactor vessel backwards at a San 
Onofre, Calif, power plant. 
Bechtel began life virtually asaone- 
man operation, when a young German ~ 
- rancher named Warren A. Bechtel decid- 
ed in 1898 to hire himself out with his 
mules to help construct a railroad line 
through Indian territory. The company 
established its name nationally in 1931 by 
helping to lead the eight-company con~ 
sortium that built the Hoover Dam. 
Warren Bechtel’s son, Stephen Sr., 


he California-based engi- 

neering and construction 
firm from which Secretary of 
State-designate George Shultz 
resigned as president two 
weeks ago is one of the true 
anomalies of American busi- {4 
ness, a globe-girdling behe- 
moth that operates throughout 


manager on the Saudis’’ gar- 
gantuan Jubail development 
project (see following story). 
To heip nurture its friend- 
_ ships both in the. US. and 
* abroad, Bechtel over the years 
has benefited from the aid of a 
stunning array of officials and 
advisers with excellent Gov-. 


the US. and 20 foreign coun- § Se ernment.contacts,At one time prospered during World War IT by build- 
tries, but a Company so private 7 Me or another, these have includ- | ing Liberty ships. At war’s end, Bechtel. 
and unobtrusive in its ways | im Me ed. Yohn McCone, former | expanded his company’s pipeline work 
that most people have never ie, chairman of the Atomic Ener- | and moved into oil refineries and later : 


even heard of it. Yet the pri- 
vately owned and operated 
Bechtel Group Inc. of San 
Francisco (1981 billings: $11.4 
billion) has probably done 
more to transform the land- Charis Walker, Deputy, Secre- 
scape of America and the world than any | tary of the Treasury under Richard Nix- 
other company of this century. Among | On. Today two powerful members of the 
their .many engineering extravaganzas, | Reagan Administration are former top 
Bechtel’s master builders have helped to Bechtel officers: Defense Secretary Cas- 
design and construct everything from the | par Weinberger and Deputy Secretary of 
Hoover Dam and the San Francisco- | Energy W. Kenneth Davis. ing 
Oakiand Bay Bridge to the trans- Often Bechtel’s blue-ribbon execu- | Last week Steve Jr. tried to belittle his : 
pipeline and the Washington metro sub- tives are in a posiuon to provide ts | firm’s easy access to world leaders: Said: 
way system. ; ae and spot opportunities that give the com- he after returning from a fishing:trip to”. 
"As a private, family-run corporation, a On its competitors. For ex- the trout streams of Alaska: “T only feel.it. 
Bechtel has maintained a cloak of secrecy Te faat week Com Chairman | is appropriate to see leaders-when theres 
rivaled only by modern-day monarchies. Stephen tel Jr. t ex-ClA | business to conduct and 
Still, some new insights about this prodi- Chief Richard H a Bechtel consul- | time.” Characteristically, he merely:men=: 
gious builder are almost certain to emerge tant, was able to heip it off poten tioned in passing a new" project, rather: 
during Shultz’s Senate confirmation hear- j i i te 197 simple by Bechtel.“standards, that::thef 
ings later this month. Most of the atten- Despite its reputation for finishing | company had jus6 announced: : the:.con- 
tion is expected to focus on Bechtel’s long~ complex jobs on time and under budget, struction of a $100. million ompany of- 
standing ties to the Middle East, Bechtel has occasionally stumbled. Some 
especially Saudi Arabia, which helped the | employees were publicly involved in a 
company to land the job of construction bribery scheme ten or twelve years ago 


Commission and later into nuclear plants. In 1960 Bechtel hand- 
a the CIA under John Kenne- | ed control of the firm over to his only son 
> | Steve Jr., who holds the titles of chairman | 
and chief executive officer and last week,;'. 
took back the title of president as well, af- 
ter Shultz’s resignation. 

As the business has grown, the Bech- - 
tels have become one of the world’s: 
wealthiest families. Steve Sr.. now 81, is: 
said to be worth upwards of $750 million, : 
while Steve Jr., 57, has a personal fortune. 


BECHTEL'S GLOBAL 
REACH 

Major company projects over the years 

@ Power plants 


>» Mines 
B Oiland gas project proved F 


@ Industrial, commercial sites, 
pipetines, factories, airports, hotets 


ARTIODE LPPEARED 
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Bechtel: A Reclusive Giant 


Se cereal 


Shultz’s Move 


Puts Spotlight mz 


On Builder 


By THOMAS C. HAYES 


Special to The New York Times 
LOS ANGELES, July 7— It started 
out small and unobtrusively when a 


German rancher named - 


‘Walter A. Bechtel in 1898 hired out 
himself and a pack of mutes to help 

_ build a railroad. From such meager 
beginnings, the tiny California con- 
struction company blossomed into the 
giant of the engineering and construc- 
tion industry, its builders dotting the 
landscape of the world with such engi- 
neering 
the trans-Alaska pipeline and the 
Washington subway system. . ; 
Although no longer small (only gov- 
emments can pay for most of the 
kinds of things it builds today), the 


privately owned Bechtel Group Inc. : 


has striven mightily to retain the re- 
_clusive ways that have characterized 


Approved For R i i 
pproved For Relea Pear Bl 


’ its through 
tions of Bechtels. It issued its first an- © 


marvels as the Hoover Dam, | 


rations three genera- 
nual report only three years ago and 
pany executives even now are 


As corflicts in Lebanon and Iraq 
threaten to recast American interests 
in the Middie East, Mr. Shultz’s ac- 
tivities at Bechtel involving Arab na- 
tions are 
scrutiny by the Senate Foreign Rela- 
tions. Committee at confirmation 
hearings scheduled next week. 


Shultz’s International Contacts 


Certain to draw fire are Bechtel’s 
long and controversial links to Saudi 


Arabia, which aided the company in - 
the construction manager - 


obtaining > 
job on the Saudis’ big Jubail devélop- 
dent, Mr. Shultz brought vital con- 


s quired a reputation as an effective, 
’ pragmatic executive. His familiar 
ace and polished manner also made 
him a welcome and influential stand- 
ard-bearer for Bechtel in the capital 


citjes of the Middle East. Mr. Shultz is | 
credi 


ted by associates with helping 
what may be the 
_ struction compan 
ing political and econo: 
(pronounced 


world’s largest con- 


mic changes. 

BECK-tuh]} is 

. controlled and aggressively led by 
Stephen D. Bechtel Jr., 57 years old, 
who is the chairman and chief execu- 
tive officer of the company, and 


expected to attract close realm. 


y to adapt to sweep- |: 


who .- 


has also assumed the title of presi- ; 


dem. Mr. Bechtel, trained as an engi- 
neer and with a master’s degree from 
the Stanford Business School. took 
control of the company in 1960, suc- 
ceeding his father, Stephen Bechtel 
Sr. The father led the company to 
_ prosperity during World War II by 
. building Liberty ships, and after the 
war, shifted Bechtel into oi! refineries 


The Bechtels — who have become 


| 


i 


: top of the Bechtel 


_ $eas,. particularly in indonesia and 


other devel 

the Arabic Middle East. It has par- 
tially shed the reclusive habits that 
occasionally invited political contro- — 
versy and it has diverted portions of 
its mounting cash reserves into part- © 
nerships and investments outside of . 
the engineering and construction * 


Last year, Bechtel reorganized its 
corporate structure to allow firmer 
control of its myriad projects. At the, 
totem pole is Se- 
quota Ventures, which holds the fami- 
ly’s shares in the company (Sequoia - 
also owns 80 percent of Dillon, Read & 
iny, a New York investment 


Com , 
. bank). Beneath Sequoia is the Bechtel 
ment project. As the company’s presi- { 


of three main operating arte incor. 
engineering, power engineer-. 


business. ; 
Of Bechtel’s projects-valued at $50 
outside the 


any American sup- 


Because of its Arab ties, Bechtel has 
aroused the suspicions of Israeli sup-- 
porters. In 1976, it became the only: 

; by the Justice De-_ 


* Depart 
and four of its 
aries had refused, 


CONTINUED; 
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to subcontract work in the Middle 
East to American companies black- 
listed by the Arab league as part of 
their economic boycott of Israel. 
The dispute was settled out of court 
a year later when Bechtel agreed toa 
consent decree stating it would not . 
icipate in an Arab boycott. Bech- 
tel subsequently sought to change its 
position, arguing that the Arab boy- | 
cott, being political, was beyond the 
scope of the Sherman Antitrust Act. A 
Federal judge, however, signed the 
consent judgment in 1979. 
In 1978, Bechtel was rumored tobe 


linked wi é Central Intelligence 


Moreover, John A. McCone, Director 
of Central Intelligence in the Kennedy 
and Johnson Admifiistrations, also is 


a former Bechtel executive. Bechtel 


has repeatedly. deni alve- | 
mentinC.LA.activities. ; - ‘ 
Defense Secretary Caspar W. Wein : 


er, who has strongly criticized Is- 

rae] for its siege of Beirut, was Bech- | 
tel’s general counsel and reported to | 
Mr. Shultz when he left to join th | 
Reagan Cabinet in 1381. ot 
Mr. Shultz, who was Treasury Sec- | 
retary and, earlier Labor Secretary in | 
the Nixon Administration, said he | 


‘would not comment on his role at 

Bechtel and United States interests in 

the Middle East until the confirmation | 
hearings. Former colleagues at the , 
company’s sleek headquarters at 50. 

Beale Street in San Francisco’s finan~ 
cial district; however, took | t0:. 
note that while the 
on growing -importance after. .Mr.- : 
Shultz’s arrival in April 1974, it con- 


‘tributes a comparatively small por- 


tion of Bechtel’s global assignments. 
Bechtel’s Middle East Ties... 
Last year, with projects raz 


bia — first estimated to cost $9 billion, » 
grown to ani estimated $20 bil- 


and now 
. jion— the Middle East accounted for . 
“2 percent of the number of Bechtel 


contracts amounting to more than $50 
million. : 
That ratio is holding steady this 


- -year. In what it calls the Asia/Pacific 
.. region, the figure was higher last year + 
+ at 15 


percent. Bechtel officials said . 
that while orders in both:the Middle 
East and the Asian nations are ex- 
pected to increase, the pace through- 

out the Pacific is rising faster. Bechtel | 


* does business in Taiwan, South Korea, : 


Indonesia, Australia and New. Guinea 


and has prepared several studies < 


ery 


projects in China. Hace Bieta any att, 
Mr. Shultz spurned the role of high-. : 
jJevel deal maker with Saudi royalty ° 
and leaders of other nations, former 
associates at Bechtel said. 
“Jt was like doing general advertis- 
ing, establishing a presence,” re- 


called one close Shultz aide, who 


.. asked not to be identified. ‘‘There was 


never any hard Selling. George would- 


- n'thave anything to do with that.” 


But his close friendships, first de- 


veloped when he was President Nix- . 


on's Treasury Secretary, with influen- - 
tial Middle Eastern officals were a- 
clear asset, said David T. Mizrahi, 
editor of the Mideast Report, an inde- 


pendent newsletter based in New 


_ York. Among those friends are Sheik 


tracts,” said William E. 
’ chairman, president and 


Ahmed Zaki Yamani, the Saudi oil 
minister, and Mohammed Ali Aba al- 
Khail, the Saudi Minister of Finance 
and the National Economy. ‘ 


“} doubt very much if he tried to use 
his influence directly in acquiring con- 
Leonhard 


chief execu- 
tive of the Parsons Corporation. Par- 


. sons competes directly against Bech- 


te} in Saudi Arabia and in other devel- 
oping countries. 
Until late in 1980, Mr. Shultz trav- 


., eled abroad about once a month. Out-- 


b 
i 

ts 
. 


pains to, 
Middle East took | 


year, ranging : 
the $3.2 billion King Khalid In- 
“ternational Airport in Riyadh to the ° 
* industrial city of Jubail in Saudi Ara- 


.,, backed the Reagan tax 


” gide Bechtel, he was an economic ad- 
* yiser to Mr. Reagan during 
: didacy and, following the election, as 


his can- 


a member. of his transition team. He : 
also taught a course on public man- 

agement at the Stanford Business 

ene i-near his home in Palo Alto, 

if, oc: 

It was Mr. Bechtel, according to a 

company spokesman, Larry Thomas, © 
who was the more peripatetic of the 

two. (Mr. Bechtel, who rarely grants 

interviews, refused requests for com- 

ment.) But, with Bechtel's shift to a 

holding company structure late in 

1980, Mr. Shultz took a more formal 

role in developing international busi- 

ness. Since then, he has spent about 

half of his business time out of the 

country. 

Inaddition, Mr. Shultz was given re- 
sponsibility for Bechtel’s low-key pub- 
lic and governmental affairs. It was 
under his direction that the annual re- 
ports began, including billings, new 
orders and highlights from its 11 divi- 
sions. The $11.4 billion in billings 
Bechtel reported last year was up 50 
percent from the year before and 
would put it among the 30 largest in- 
dustrial companies in the nation. New 
orders, however, fell 9 percent to $10.6 
billion. Profits are not disclosed. 

In Washington, Bechtel took a big- 
ger role in trade associations and » 

cut program. : 
However, Mr. Shultz scuttled a bid by | 


. some Bechtel managers to press for 


retention of Federal funding of syn- 


e thetic fuels projects, according to a 


Bechtel source. A builder of refineries 
for synttietic fuels producers, Bechtel 
had much to.gain. Mr. Shultz, how- 
ever, said that along with the rest of 
the country, Bechtel had to sacrifice 
to make the Reagan plan work. 
-Finally, he took responsibility for 
Bechtel’s increasing investments out- 
side of engineering and construction. 


Bechtel has especially dominated 


. the engineering and construction of 


~-Push Toward Developing Nations 


nuclear power plants, -holding more 
than 40 percent of the business in the- 
United States. Projects include con- 


- struction of the Diablo Canyon plant in 


San Luis Obispo, Calif., and the 
cleanup at the site of the nation’s’ — 
worst nuclear accident three years 
ago at Three Mile Island near Harris- 
burg, Pa. “ 
Bechtel also leads in pipeline con- 
struction. It built the 800-mile trans- 
Alaska pipeline, and has also built 
several in the Middle East. Its first ef- 
fort there, in 1947, was a 1,068-mile 


_ pipeline for crude oil from the Persian’ 


Gulf through Saudi Arabia, Jordan 
and Syria to the port of Sidon in Leba- ° 
non. : tae So ee 
When new orders for nuclear power 
dried up in the late 1970’s, Bechtel pur- 
sued new business in oil refineries, 
pipelines, airports and even full-scale 
industrial cities within the oil-produc-" 
ing nations in Asia, Africa, the Middie 
East and South America. _ ~ 


The restructuring in late 1980 was 
meant to clarify reporting lines and 
delegate authority into smaller corpo- 
rate units. The idea was to encourage 

Bechtel managers .to react more 
quickly. to what’ Mr. Bechtel, Mr. 

- Shultz and other top executives antici- 
pated would be new opportunities and 
increased competition for Bechtel 

_ worldwide. ‘ eee at 
“Newly industrialized countries are 

capturing a bigger share of world 

markets, and will probably be produc- 
ing 25 percent of the world's goods by- 
the end of the decade,”’ Mr. Bechtel 

told a gathering of Bechtel managers- 
this spring. ‘‘We must identify these: 
new areas and be more aggressive 
selling. ourselves in these difficult 

markets.”’ me 

It was in setting the new strategy 
that Mr. Shultz made his influence 
felt, in part through his analysis of in-. 
ternational] economics and his profes-~ 

~ sorial knack of soliciting opinions and. 

directing strategy discussions at 

meetings of Bechtel’s seven-member. 
executive committee, according to 

one member, Steven V. White. 


Mr. White said that it was not Mr. 
Shultz’s government contacts alone: 
that caught Mr. Bechtel’s eye, but- 
rather Mr. Shultz’s familiarity with. 
international economics, labor issues’ 
andfinance, wt fonts aera 

Also,, Mr.» Shultz's' understated, 

gmatic manner fit well with an ar-+ 
ganization dominated by engineers. 
- who had worked their tothe top man- 
aging the mammoth projects that 
were Bechtel’s staple. There was 
never any question, however, that it- 
was Mr. Bechtel who was always in 
charge, .several executives pointed 
out. fe eae 


CONTINUED 
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Diversifying Moves 


With Mr. Bechtel. and Mr. Shultz 
taking a direct role, the company 
broke ranks from its competitors and 
began to parcel a portion of its grow- 
ing cash reserves into fields unrelated ° 
tothe construction business. - 

The first move came in 1977, when. 
Bechtel acquired 15 percent of the 
Peabody Coal Company, the nation’s 
largest coal company. Bechtel later 
bought a 10 percent interest in the un- 
developed acreage owned by the Mesa 
Petroleum Company, and a 25 percent 
interest in developing oil and gas 
leases held by the Lear Petroleum 
Company. _ 5 

Last year, it acquired an 80 percent 


. interest in Dillon, Read, a move made. 


in part to help Bechtel assemble the 
multimillion-dollar financing pack- 
ages required to sell its engineering. 
and consulting projects. 


‘The New York Times /July&, 1983 
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4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20815 656-4068 


a 
FOR PUBLIC AFFAIRS STAFF 
PROGRAM CBS Evening News STANON WDVM TV 

CBS Network 
DATE June 28, 1982 7:00 PM CITY Washington, DC 
SUBJECT Bechtel and the Reagan Cabinet 


DAN RATHER: Many of the concerns that have been voiced 
about the choice of George Schultz to succeed Secretary of State 
Haig center on future US policy toward Israel, mostly because 
Schultz's company, Bechtel, does so much business with Arabs. 


Richard Nixon, who met in Paris today with French 
President Mitterand, Says that he knows Schultz well from his 
White House days, and Mr. Nixon said that Schultz will be neither 
pro-Arabic nor pro-Israeli. Mr. Nixon added, in a narrow sense 
he's going to be pro-peace. 


As for who will shape policy, Mr. Nixon had this. 


RICHARD NIXON: I've noticed the conjecture with regard 
to what's going to happen in the Mideast, what's going to happen 
to the Alliance, what's going to happen on East-West relations 
and so forth. Is it going to be the Haig policy or is it going to 
be the Schultz policy. Whether it's going to be President 
Reagan's policy. Secretary Schultz has his views. He will 
express them very strongly and very firmly to President Reagan. 
But in the final analysis, President Reagan will call the shots. 


RATHER: George Schultz's nomination as Secretary of 
State casts a spotlight on the low profile firm for which he's 
been working. Founded in California 84 years ago, quote, "to 
build a few miles of railroad track", the Bechtel Corporation 
today is a multi-billion dollar international giant. It's been 
called a quintessentially American plan of dam builders, mine 
diggers, and openers up for the wilderness. Bechtel's also been 
called one of the most successful and secretive companies in its 
business. 
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Now Linda Douglas looks at the privately-held concern: 
and its contributions to the Reagan cabinet. 


LINDA DOUGLAS: Here at the corporate headquarters in 
San Francisco there is a motto. "Bechtel Builds", And it does, 
as one of the nation's biggest, richest engineering and 
construction companies, with projects in 100 foreign countries. 
But some say Bechtel is more than a business. With its vast, 
secret holdings it is like a separate country. 


FRANKLIN D. ROOSEVELT: And on behalf of the nation, who 
Say to you, well done. 


DOUGLAS: Bechtel's first giant project was purely 
American, the Hoover Dam, then the biggest government 
construction project ever done. That same year, completion of 
the Oakland Bay Bridge, a masterpiece of modern engineering. 


Bechtel has built half of the nation's nuclear power 
plants, developed the Alaska Pipeline, and built major subways 
and oil drilling platforms in the North Sea. Now Bechtel appears. 
to be building a bridge to the Reagan Administration by 
contributing key executives to the cabinet. 


Former General Counsel Caspar Weinberger, now Secretary 
of Defense; former executive W. Kenneth Davis, now UnderSecretary 
of Energy; and former Bechtel President, George Schultz, 
nominated to be Secretary of State, 


Bechtel is so international it almost needs its own 
foreign policy. Schultz's critics worry that policy may become 
the nation's. : 


For example, Bechtel has a close relationship with Saudi 
Arabia, building energy projects and airports, and now the most 
ambitious undertaking yet, a city for 300,000 to be completed in 
ten years. 


Bechtel lobbied for the sale of AWACS radar jets to the 
Saudis, and in 1976 was accused of participating in an Arab 
embargo of Israel. 


SENATOR ALAN CRANSTON: What we have to ascertain is 
really what his views are of Middle East policy, whether they 
change now that he becomes Secretary of State from the time when 
he was President of the Bechtel Corporation. 


DOUGLAS: Because of its secrecy, Bechtel has long been 
Tumored to have links to the CIA. A former Bechtel executive, 
John McCone became head of the CIA, and another CIA Director, 
Richard Helms, is a Bechtel consultant, 
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A Bechtel spokesman said t 
between the company and the CIA, 
the Bechtel family would not grant 
they like their privacy, 


here is not a relationship 
The spokesman went on to say 
interviews, but only because 
not because they have anything to hide, 


Linda Douglas, CBS News, San Francisco. 
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FOR PUBLIC AFFAIRS STAFF 

PROGRAM The Ron Eisenberg Show stamon WRC Radio 

DATE June 25, 1982 8:09 P.M. CIly Washington, D.C. 
SUBJECT Bechtel Corporation and the CIA 


RON EISENBERG: This first hour, we take a look at two 
subjects. The first one is the Bechtel Corporation, which is, 
whether you know it or not, the world's largest private 
construction company, privately held, based in San Francisco, and 
they do work around the world. Now, the company's important for 
lots of reasons. One is our Secretary of Defense, Caspar 
Weinberger, came from there. And our designated Secretary of 
State, George Shultz, comes from there. And so Bechtel 
Corporation and what it does and who it does it with is of some 
interest. 


We're also going to look at the whole question of 
safety. How safe are the products you use every day? And is 
anybody out there making sure they are safe? And what about 
Underwriters Lab and other testing organizations? What about the 

Product Safety Commission and the National Highway Traffic Safety 
Administration and the Food and Drug Administration? Are they 
doing their job or not? And how, perhaps, could our national 
safety effort be improved? 


Well, we're going to talk about both those subjects with 
investigative editor for Mother Jones magazine Mark Daly, who's 
in the WRC studios. 


Mark, welcome. 

MARK DALY: Thank you. 

FISENBERG: Before we get into the whole question of 
safety, you wrote in 1978 an investigative piece on a company 


that even people in San Francisco aren't real familiar with. 
That was the Bechtel Corporation. 
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DALY: That's right. 


ELSENBERG: Tell us a little bit about Bechtel, would 
you? 


DALY: Well, I found, incidentally, in doing this story, 
that even people that worked at Bechtel weren't very familiar 
with the corporation. Quite high up, in fact, I was surprised by 
how little the workers there knew about their company. 


FISENBERG: Well, why were you interested in doing a 
story on Bechtel? 


DALY: Well, for that very reason. It was a company 
that was the largest construction company in the country, it had 
built half the nuclear power plants in the United States, and lI 
don't know how many more overseas. It has enormous contracts 
from almost every department of the government, particularly the 
Defense Department. And we believed that it didn't deserve the 
secrecy that it had gained for itself. Although it is a 
privately owned company, it is a very public company, in that it 
spends an enormous amount of taxpayers’ dollars and builds an 
awful lot of public works. 


EISENBERG: Now, you've looked at Bechtel Corporation. 
And as it turns out -- you didn't know it at the time, but our 
Secretary of Defense, Caspar Weinberger, in 1981 named to that 
job by President Reagan, he came from Bechtel. 


DALY: Well, Weinberger and Shultz had recently been 
hired out of the remnants of the Nixon Administration when I 
started doing this story. And they were almost certain to go 
back into the government as soon as there was a Republican 
Administration. They are the epitome -- they epitomize the 
revolving-door syndrome between government and private industry, 
in that respect. They both -- Caspar Weinberger was Ronald 
Reagan's Minister of Public Health, Secretary of Public Health in 
California. And Shultz has been, of course, an old friend of 
Republican Administrations for years. 


EISENBERG: Well, we know a lot about the public George 
Shultz. We know that he worked in the Nixon Administration, that 
he was head of the Office of Management and Budget. We know that 
George Shultz was Secretary of Labor and Secretary of the 
Treasury, he's an economist, that he's 61 years old. But what is 
it about George Shultz in his job at Bechtel that you found of 
interest? 


DALY: He is the President of Bechtel, and probably the 


most valuable player on the team. He's most valuable because of 
the magnitude of Bechtel's construction projects in countries 
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that can't afford to buy them. 
EISENBERG: Like what? 


DALY: Like in Saudi Arabia, who can now afford to buy 
it because ‘they have so much oil cash from their oil. But when 
~~ first of all, the infrastructure had to be put in there, and 
that required cash, 


Indonesia, which is undergoing a similar experience in 
energy extraction. Nigeria, where they discovered an enormous 
amount of oil, 


Shultz, because he is so closely tied with the bilateral 
and multilateral banking systems, private and public banks, the 
World Bank, the IMF, the Bank for International Development, and 
some of the private banks in New York, is able to deliver an 
enormous amount of finance capital to these countries, along with 
the offer to build the infrastructure. So he can go and say, 
"How would you like a Tefinery and the extractive mechanism to 
take oil, gas or coal," or whatever it is that the country has. 

. And they'll say, "Well, we'd love to have that, but we can't 
afford it." And he Says, "I can finance it for you." 


EISENBERG: Let me ask you this. Is there any reason 
that anyone should be concerned about George Shultz coming into 
the Reagan Administration as designate for Secretary of State? 
And he'll be acting in that job until confirmation hearings are 
held. Should we be concerned that this might in some way tip 
government one way or the other, for example, in the Middle East? 


DALY: Yes, 
EISENBERG: Why? 


DALY: Well, first of all, you know, I think in some 
respects Shultz is a better -- will be a better Secretary of 
Defense than Alexander Haig. 


EISENBERG: Secretary of State. 


DALY: I'm sorry. Secetary of State. He was seriously 
considered. I believe he was actually offered the job and turned 
it down at one point. And if Al Haig had not taken the job, 
there were rumors that the President was going to draft Shultz 
into the job. He really wanted him very badly. 


I think the danger of having Shultz there is that that 
wills be two people that will come from Bechtel Corporation, 
which is in the Middle East, a very Arabist Corporation. At one 
point, the Middle East was sort of divided up by the construction 
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companies, and Bechtel took the Arab side and Kaiser took, 
basically, the Israel and the non-strict-boycotting Arab nations. 


And so it's obvious, so far; that Weinberger is an 
Arabist on the Middle East. He is the Administration's Arabist. 
It's hard to tell what position Shultz will take on all that, but 
he certainly comes out of a whole world and mind-set that is 
strongly influenced and strongly loyal to the Arab side of the 
conflict over there. So I think that that could create some real 
danger. 


EISENBERG: Mark Daly, investigative reporter for Mother 
Jones, investigative editor for that magazine. 


Would you like to see, perhaps, in George Shultz's 
confirmation hearings a closer look at and public exposure of the 
Bechtel Corporation? 


EISENBERG: Yesy I certainly would. I think that 
there's going to be media exposure of the Bechtel Corporation 
now. There just can't help but be, with two men from the same 
company high in the Administration. 


Yes, I would. I would like to see people ask him -- 
and, if possible, ask Weinberger. I wish they had've when he was 
being confirmed -- exactly what their role vis-a-vis Bechtel 
Corporation is going to be. Bechtel has always done very well 


when their people are back in the government. They've gotten 


enormous contracts. They've built, as I say, many of the nuclear 
power plants. They've built a lot of the military infrastructure 
in this country, 4 lot of the communications, the military 
communications infrastructure. And historically, they've done 
much better when people like Shultz and Weinberger were here than 
they have when Weinberger and Shultz were back in San Francisco 


So, I'd press him hard on questions like that. I! really 
would. 


EISENBERG: I'm talking with Mark Daly, who is an 
investigative reporter for Mother Jones magazine, 4 magazine in 
San Francisco, nationally distributed, that takes a look at 
things like the Bechtel Corporation and, in another series, 
another series that Mark Daly did, product safety and the safety 
of consumer products. 


* * * 


JOHN: I had a question about the Bechtel Corporation, 
but you left the subject so quickly that I -- and I really didn't 
feel that I got enough information. 
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EISENBERG: Well, you can ask whatever you want. We 
have one of the only experts in the country who's done an 
investigative report on Bechtel sitting here, Mark Daly. 


JOHN: Maybe I missed it. There was a second when I got 
out of my car when I was listening to the radio and went into the 
house, so I might have missed it. But who owns Bechtel? Where 
-- how much money do they profit? Not how much money do they 
make, but how much money, at least, do you estimate they profit? 
And where is the money going? 


And I want to throw one thing else out. Probably 10, 
15, 20 years ago, during the whole Vietnam thing, I know that 
Bechtel was a target of, at least, many radical organizations 
about fronting CIA.operations, etcetera. And it's always been 
kind of cloaked in mystery. And I wanted to find out if your 
guest also knew anything about that. 


DALY: First of all, Bechtel is owned primarily by the 
Bechtel family and about 50 of its chief executives in the 
company, all men... 


EISENBERG: So it's not publicly held. You can't go out 
and buy 40 shares of Bechtel. 


DALY: No. You can only buy shares in Bechtel when 
you're offered them by the family. It's all owned by men. The 
women who own stock have to give the voting power in the stock to 
their husbands. 


EISENBERG: That's... 


DALY: No one knows how much profit they make because 
they don't have to report that. They're a private corporation, 
not a public corporation, so they don't file anything with the 
Security Exchange Commission or any other auditing body of a 
government agency. That's because they're private. 


As for the CIA, Bechtel, in years past, had very close 
ties with the CIA, through Douglas Dillon, who was one of Stephen 
Bechtel Senior's very good friends, through John McCone, who went 
from Bechtel to the CIA, and John Simpson, who went from the CIA 
to Bechtel. There's been a lot of interaction between Bechtel 
and the CIA. 


The only ties, the active ties that we were able to 
document between Bechtel and the CIA -- they do it very well, 
covering their documentation. The only thing we were able to tie 
was Bechtel's connection with the CIA in Libya, where they made 
some deals there, through the CIA, in the construction of some 
gas pipelines. 


JOHN: I understand that that means something to you, 
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but who is the Bechtel family? I mean I haven't heard of them, 
but I had heard that they were very reactionary, very right-wing. 
And have they been great contributors to financial [sic] 
candidates, like Ronald Reagan, which would make logical sense, 
since he's from California, and... 


DALY: Yes. 
JOHN: Who are these people? 
EISENBERG: Who are the Bechtels? 


DALY: I'm not surprised you've never heard of them. 
They don't want you to have ever heard of them. They're one of 
the more anonymous families in the country. They try their best 
to keep their name out of Who's Who, off the social registers, 
out of the press. They're a very private German-immigrant 
family. The company was started by an old muleskinner named Dad 
Bechtel. His son Stephen took over the company and turned it 
into what it is now. And now the third So, Stephen Jr., the 
grandson, Stephen Jr., is running the company, is the titular 
head if not the actual head. It's a toss-up between him and 
George Shultz. I guess they'll have to find someone to replace 
Shultz. 


Yes, they're a very conservative Family, always backing 
Republicans, and old friends of Reagan. In fact, Caspar 
Weinberger, who went from the Reagan Administration in the State 
of California, then to Bechtel, then to the federal government, 
back to Bechtel, then back to the federal government, just pretty 
much wherever Ron went. 


JOHN: How did they get such an overriding handle on, 
particular, government and defense-oriented contracts? How have 
they been able to do that? 


EISENBERG: Well, let's see what Mark Daly has to say 
about that, John. 


DALY: How does any -- somebody had to get it. I mean 
the government was going to build. Somebody had to get it. 
Bechtel's very smart. I think the revolving door that we've been 
talking about in the safety story is also true in Bechtel: 
Shultz, Weinberger, and many, many other officials, the people 
who put Bechtel into the nuclear business. As 1 said earlier, 
they've built half the -- built or designed half the nuclear 
power plants in the United States. The people who put them into 
that business came right out of the Atomic Energy Commission. 
John McCone went from Bechtel to the Atomic Energy Commission. 


I think that Bechtel has -- because they're private, 
they're attractive to the government. And because they... 
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EISENBERG: They also, by the way, have done some work 
on the Washington, D.C. subway system. 


DALY: Yes. 
EISENBERG: So there is a Bechtel connection... 


DALY: They were one of the constructors of Metro. 
They've done -- and of BART, the subway system in San Francisco. 
They've done a lot of public works, as well as government works. 


But you asked about the ties to the government. Because 
they're a very secretive organization and they've thrived on 
their anonymity and their secrecy, they've been very attractive 
to people like the CIA and the Defense Department, and have done 
a great deal of work for both those agencies. 


EISENBERG: John, thank you for the call. 


Ron Eisenberg, talking with Mark Daly. He's 
investigative reporter for Mother Jones magazine. We've been | 
talking about product safety and consumer safety, and we've also 
been talking bout the Bechtel Corporation. Bechtel is one of the 
companies that, in his work as an investigative reporter, Mark 
- Daly has looked at. 


* * * 


EISENBERG: Fred, you're on WRC. 


FRED: ...last five minutes of your program, and I don't 
know who your guest was or who the person on the other end. I 
recognized your voice. 


EISENBERG: Well, the guest is Mark Daly. He's 
investigative editor of Mother Jones magazine. 


FRED: Well, I don't know what Mother Jones is. But 
I'll tell you what. I listened to the conversation until I just 
had a compulsion to call in. And it sounds like the Bechtel 
Corporation is some sort of sinister organization. 


Now, earlier in the day I'd heard that, somehow or 
another, the nominee or the would-be nominee... 


EISENBERG: George Shultz is currently President of 
Bechtel. And Mark Daly is one of the few reporters in the 
country who has taken a look at what is a privately-held 
corporation. 


FRED: Well, it sounded like you and this reporter were 


clucking about, and it sounded like the Bechtel Corporation was a 
neo-Nazi organization. 
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ELSENBERG: No, lI don't think -- Wwe certainly didn't 
mean to imply that. But I can let Mark Daly speak for himself. 


DALY: I never gaid that. I never used any such 
epithet. I didn't say they were fascist. I said they were 
conservatives. And they're very conservative. 


FRED: Well, don't misinterpret what I said, sir. I was 
just saying that it sounded like you and Mr. Eisenberg were 
having a rather favorable conversation between each other. And 
if I'd beamed in from outer space, I'd think that, you know, this 
Bechtel Corporation was some sort of sinister sub rosa 
organization that was going to gradually take over America and 
turn it into -- it's my expression, not yours -- some sort of a 
fascist state. 


DALY: I didn't say that. 
FRED: I just said you didn't say that. 


DALY: I know. All right. And I also don't think -- lI 
didn't say that they were sinister and that they were going to 
take over the country. Although I think there's people in 
Bechtel Corporation who would like to. 


FRED: Well, who are these people that would like to, 
then? 


DALY: Oh, start with the Bechtel family themselves. 


FRED: And is there something wrong with starting as 4 
muleskinner and gaining wealth and passing it on? 


DALY: No. I didn't say that. 


FRED: No, you didn't, but you implied that there was 
something wrong with earning your way in America. I think you 
have your biases and they came out in the last five minutes. 


EISENBERG: Fred, I wish we had more time to talk about 
it. And in all honesty, in Mark Daly's defense, the discussion 
in no way implied or mentioned there's something wrong with 
making your own way in America. Mark Daly's done it and lots of 
ug have done that. 


What he was talking about, however, are some 


little-known facts about a company that's privately held and not 
a lot of people know much about it. 
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Big Builder... + 
For a Family Cis 
[Bech tel Group Works ~ 
On Enormous Projects 


‘But Its Secrecy Stirs Rumors, 
om ‘Like: Those- of CIA Ties; 


ae: “By Ric ano D. "James : 
- Staff Reporter of THR WALL GrRRERIOURNAG 
SAN FRANCISCO~It's the stuff of fiction 


thrillers: as giant. company, controlled by 


one family from a skyscraper overlooking 
the bay here, employing former high gov- 
emment officials; -operating around’ the 
world and rumored to be linked to the CLA. -: 

But the giant company, Bechtel Group, 
isn’t fictional. And, like Greta Garbo, it is 
finding that what especially excites public 
curiosity is its own penchant for secrecy. 
Like the former actress, Bechtel’s execu- 
tives themselves have largely created their 
own problem—by becoming one of the stars 
of their industry and a being uncommunt-: 
cative. 

Bechtel} ‘Group is. ‘made - ‘up “of three 
closely intertwined companies that consti- 
tute one of the world’s biggest construction 
and engineering concerns. The group 
helped. build some of the largest projects on 
record, including Hoover Dam and the Alas« 
kan oil pipeline. It has designed or built al- 
most half of the nation’s” nuclear-power 


‘plants and buill: nearly three dozen oil refin-, 
eries around the world. Currently, it is help-: 
ing construct the: Washington, D.C.,..rapid-. 


transit system and a hydroelectric complex 
billed as the largest civil-engineering job 
‘ever undertaken in Canada. At latest count, 
it was involved. in-15, major ‘projects in a 
countries. at srayes 

Ié Bechtel Grotip. were included in a list 
of the nation’s largest corporations, it.would 
rank in the top 25, ahead of RCA, Kodak and 
See 


Panty $28 te hh NAS 
aa orént sits sig 3 ao ae 
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, construction-industry averages. Engineering 
“. News Record, a trade publication, puts the 


' are extremely strong.”” --.2-2y fo lk 


THE WALL STREET JOURNAL 
10 April 1979 


Shielded From Public ¥ * | 
Yet because the group’s three companies 
~Bechtel Corp., Bechtel Inc. and Bechtel 
Power Corp.—are privately owned, they 
aren’t under any obligation to file the Rie | 
voluminous reports with the Securities and 
Exéehange Commission or to keep thousanas 
of stockholders informed. Unlike publicly- 
owned. companies, the Bechtel concerns can” 
Keep: much financial data private—and un- 
‘der the leadership of Stephen D, Bechtel Jr.> 
§3- Mantel grandson of the founder, they do 
s0. : AN rene 

"But in’an age of widespread. distrust Of 
multinational corporations and of mounting 
pressure for corporate accountability, suck 
stony silence is often. seized upon as an indi- 
cation of sinister doings. ‘!Whenever I go'to 
cocktail parties, people tell me. they. just 
know there must be something going on in- 
side the company,’’. a. Bechtel public-rela- 
tions official comments. .- ."- 

Moreover, the intense ‘ciiriosity and wild 
rumors have been exacerbated by the com: 
pany’s employment of prominent ex-govern- 
ment officials, including former Treasury 
Secretary George P. Shultz and former Cen- 
tral Intelligence Agency Director Richard 
Helms. One rumor even pictures Bechtel as 
an atin of the CIA—a link tha schislcnte 
gorically denies. : ee 
Phenomenal Success : 

But amid all the rumors, one thing ‘ is 
sure: Bechtel has enjoyed phenomenal suc- 
cess. Although financial data are sketchy; 
information obtained from interviews with 
company officials and from the California 
Department of Corporations. testifies to 
Bechter S$ prosperity. ~- - 

* Over the past 30 years, earnings have in- 
creased almost every year. .In 1978, reve- 
nues of the three companies totaled $6.4 bit: 
lion, -up from $4.5-billion two years earlier. 
Profits in 1976 “were -$66.5- million (they 
haven't been: disclosed for 1977 and 1978): 
‘Bechtel’s’ earnings-also apparently exceed 


2 eh me ond ee, 


ingots S pretax profits-in-1976 at about 

% of stockholder equity; Bechtel’ s return 
tat year was. about 42%. 03" 

* Bechtel’s muscle shows up in its balance 
sheet, too. A partner in a large accounting 
firm, reviewing a Bechtel financial state- 
ment provided by this newspaper from state 
files, notes that as of about nine months.ago 
the group held cash and other liquid current 
assets of $739.8 million, which exceeded total 
liabilities: by about $195 million. “That is a 
very good ratio,’’ the executive says. “They 


“11 In recent years, however, the company 
seems to have developed a few weaknesses. 


control -- and. : persone: spronlens have 
cropped up... | pe ee: Mo 


aha a 


bs Ownership of Bechtel is held by the fa am: | 


by a trust of which Stephen D. Bechtel and 


STAT 
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“However, some observers say the slip-| 
page in the nuclear-power area’ may ac- | 
tually turn into a plus for the company in 
light of the recent accident at Pennsylva- 
nia’s Three Mile Island nuclear-power plant 
They reason that Bechtel won't be hurt as 
badly as some others by the stiffer regula- 
tory requirements that seem certain to yk ‘ 
low the accident. eZ 


Tightly Knit Group 2 a 


itly and a tightly knit group of 58 officers, | 
‘many of whom work for all three compa- | 
nies. State records show that about 40% of 
the common stock in each company is held 


-his son, Stephen D. Bechtet Jr., chairman of - 
the thre# corporations, are voting trustees. 
‘When company officers leave or retire, they” 
must sell. their. Rowilnes back: ta the com: 
any. 
. Besides getting the right to share in ‘the 
profits through stock ownership, Bechtel of- 
ficers are paid handsomely. Says one em- 
ploye: ‘‘The talk around the office is that if 
, you want to become a millionaire become a 
‘ (Bechtel) vice president.” ‘Unlike publicly 
‘held companies, Bechtel doesn’t publisty its 
top officers’ salaries, but reports filed. with 
the state show-that two years: ago 26 vice 
presidents were -making more: than $150,000 
:@ year and four of those were eaming-in ex- 
cess of $200,000.: Mr.. Bechtel ae Twas nae 
SHH, 225 that year: / or 

Current: salary* data jsi't “available: In 
hg77 Bechtel successfully petitioned the state 
to seal ‘the portion of its filings. dealing with, 


ee ee 


‘ statements be sealed was denied, however." 

{ Despite efforts to maintain a-low profile: 
Bechtel increasingly has caught the public’ 
eye. -"When: you bring in ex-Cabinet, people, 
e-ft's bound to-attract attention;”’"observes an 
“executive of:: ‘axcompeting company.; Four 
tyears’ ago-;Bechtek hired Mr:* Shultz “ing, 
tabout a- -yearslater, itvadded former Health; 
jEducation: ‘and Welfare Secretary Caspar: W, 
seuiberaere as : general . counsel. Pore*, “Te 


because of. .the: people involved, but alse be- 
‘cause they seemed ont'of character for‘ 
‘organization with a reputation for. promoting 
‘from .within. Were the<men hired because| - 
they. could win favor for Bechtel in high’ gov- 
fernmental circles? ."“We aren’t:looking: fo 
"any favors.from government,’’Mr. Bechtel 
‘Jr. says. He’ concedes, however that the for 
emer, officials::did bring with -them “‘‘their 
“knowledge of-governmental processes? and 
- there is some benefit in Sees how the — 
eaucracy works.” > e380 be 
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Rachkt i A > | >" pocatey said, “line fact that Bechtel 
Ra a ; mwsore? in we e] said, ‘“...the fact that Bechtel 
Bes C i. t web nsw o i . 3, _isa private company gets twisted around | 
; eae ae a Pe to make us look like we are trying to} 
_ hide something — which we are Dot.” “| 


Sy ade Rr Age aN ate Se stete = 7 £ 
Gee ant ae ES ene eee — The report said Bechtel ‘eas working | 
car. anon a0 fi [7:1 Jon 119 projects worth at least $25 million, 
| i5 kw 0D erat IO7 .. each in 25 countries. Of these, 61 were in: 


2 : ie > By Timothy C. Gartner ae 2 
*. In an | effort. to ‘answer critics” 
“ charges ‘that it, is “unduly secretive,” 
: Bechtel released a six-pase pamphiet 
yesterday to its 30,00) employees and the i 


yor 


“press with some -fnformation on its 
‘ operations.’ ‘-~ Si ee ed : 
2+” The’ giant San Francisco consiruc- 
tioh and engineering firm ssid its 19781 
_revenues sere £54 billion about the 
‘same 2s it 1977. This would place it 20th 
‘on the latest Fortune 500 list of compa- 


nies,”, and it~ represents ‘a threefold 
increase over 1970 revenues, raed 


- "Because it is privately held, Bechtel 
‘Goesn't have to divulge its profits — 
which “reached an all-time high last year 
+ or “any ‘particulars it doesn’t, want) 
known. ©. * Oe ee ee 
eee Steven D. Bechtel Jr., 53, chairman 
of the company and’ grandson of the 
founder, explained “the report “was 

prompted by the “unfair criticism”. that 
“has” arisen | recently. One publication’ 
“even accused the organization of front, 
; ing for the Central Intelligence ‘Agency. 
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By David Dietze ue os 

Business Editor or '° 
“| Bechtel, in what a company 
spokesman , described as its most | 
far-reaching annual report ever to 
employees, said. today profits: 
reached a record high last year but) 
‘the organization has suffered from 
flat revenues for the past two years. 


[ The company, actually a -con- 
sortinm of cancerns that make up 
one of the world’s largest privately 
held businesses, did not divulge el 
‘earnings but said revenues from 
work underway totaicd $6.4 billion | 
last year, about the same as in 1977. 


Bechtel blamed the ‘revenue 
slowdown on the dampening effect 
of the 197475 recession on major 
construction projects. iver | 


Tm a message released to 30,000 
permanent workers around , the-, 
globe, Chairman Stephen: D.. Be-3 

‘chtel Jr. also said. new? work}, 
dropped last year to $5.54 billion.; 
Feom about $7 billion in 1977. "2 | 
‘ touches : 


. “Our-clients are ‘experiencing 
‘delays in‘licensing and approval of 
vsites: for all types of facilities,” 
explained Bechtel, grandson of the 
company founder. “Other uncer- 
‘eainties are caused by changing: 
energy policies and worldwide 
shifts in supply and demand.” ,. 
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..-. Bechtel said he expected ‘that 
the revenue slump would continue 
through this year and noted ‘that 
the company had been forced to lay; 
off an undisclosed number of work- 
ers, He added that high inflation 


-could further impede Bechtel’s 


growth and lamented that govern- ; 


-ment regulations would “continue | 
. to frustrate new building pro- 


grams.” ... 


; But he believed that the rate of | 
new work in 1979, uniike in 1978, | 
would exceed the rate at which. 
continuing jobs would be complet- | 
ec. He added, “Current indications 
are that 1980 and 81 will. sw | 
increasing opportunities for Be- |. 


~ chtel and positive growth,” es Dae 
:: | Bechtel said the organization's 
Net: assets total..more than $100: 


' <million “and we pounnet forthe 


debt. We are well positioned for the 
“future.” 24. er ee 


' 
/ o£ 


. 1, Previously, : an ,abridged .ver- 
sion of the report appeared annual: 
“lyin a company publication’ as a- 
“New Year message to workers. A’ 
spokesman explained the change as 
a reaction hoth to increased public, 
“interest in Bechtel’s affairs and to 
employees’ needs for more infor-' 
-mation about company directions. * 
.- , Bechtel has divulged basie op- 
erating results to employees and 
regulatory agencies before, ‘but 
they are not widely seen in public. | 
The spokesman said what separated 
_this report from others was in its 
_wider discussion of the general 
state of the company and jts future 
Pan cn ge ene care So 
_ Bechtel has been increasingly 
‘in the public spotlight in recent | 
years as a result of delays and cost | 


ete 
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‘overruns on the Alaska oil pipeline : 
and the BART project, involvement } 
‘in the Arab boycott of Israel and | 
asserted ties with the Central Intel- | 
sligence Agency, * * ee ae 
_ The CIA allegations were re- 
eahted in a recent issue of Mother 

_Jones magazine, copies of which | 
“were distributed to Bechtel employ-., 
‘ees in a publicity gambit as they | 
Jefe: the company’s headquarters ; 
here. The article had noted that 

-Beehtel employees interviewed for 

-the story, "knew little” atout the 

organization. 2... se i 


_:°" Ina foreword to’ his message, 
Stephen Bechtel observed that “as: 
‘the company has grown, public ; 
"awareness of it has also grown, and: 
“a few critics have appeared. These - 
‘critics can be very vocal and aly 
“times unfair’. tes ee | 
” He said the report is “another! 
/part” of a growing communications | 
“program designed to repet eriticism! 
“that Bechtel,is what the chairman. 
*described as “unduly seeretive”’ Ha! 
added, «I believé the: fact that: 
*Rechtel is a private company gets 
" twisted around to make us look like | 
“we are trying to hide something — 
which we are not.” $0 00 ce 
‘. - ‘The report said that at the end’ 
‘of. December, Bechtel. had . 119 | 
_active major projects worth at least -| 
‘$95 million each underway in 26; 
countries. Major work finished last! 
year, Bechtel said, included lique- 
fied natural gas production facilties : 
“in Indonesia and Algeria; four 
‘North American power plants, 4 j 
"large nickel project in Sulawesi and | 
a tar sands project in Canada, i 
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. Entered on the Payroll. = | oe 


To the names of former Treasury Secretary’ 
’. George Schultz and former Health, Education and 
” Welfare Secretary Caspar Welnberger and other 
: former high pe officials on the payroll of 

the Bechtel Corp., one of the world’s largest pri-. 
’ Vate corporations, you may now add that of former ! 
_ CIA Director and former Ambassador to Iran 
- Richard Helms. The San Francisco Chronicle 

quotes an unidentified Bechtel spokesman as say- 
ing Helms will provide consulting services “‘relat- 
ing to Iran and the Middle East.” | 
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- behind a thick wall of secrecy. Despite 


“executive told the Berkeley Barb. 


By PAULGRABOWICZ. °° 


The story of San Francisco’s Bechrel 
Corp. has remained hidden for years 


its stature as one of the largest corpora- 
tions in the world, and its involvement 
in a bevy of controversial projects from 
the Alaskan pipeline and the San Fran- 
cisco Bay Area Rapid Transit System to 
mucleas power plants and. uranium 
“enrichment schemes, the construction’ 
giant has only rarely been exposed to 
_ any public scrutiny. z 

This is due largely to Bechtel’ 3 ability 
to secure the loyalty and confidence of 
its ernployees, the Bechtel family’s own 
Howard Hughes-like shunning of publi- 
_ city. ““Bechtel has always valued its 
privacy in the extreme,"’ a former 


“*When I worked there, everything we 
did was very secret, and we were told to 
never leave anything laying around on 
_ our desks.” 

' Te was no ‘surprise, then, that the 
company was less than pleased when 
Mother Jones magazine, in its Septem- 
ber/October issue, published a blister- 
ing, 8,000-word expose on Bechtel, 
detailing its mysterious links ta- th 


CIAL i its deep_invoivement in the}. 


proliferation of nuclear technology, ~ and) 
its hand-in-glove Cooperation with the 
U.S. government in expanding its engi 
neering empire across the globe. 


Costa Times. reprinted excerpts from 
the article. for example, ‘ Becht 
promptly tcailed up the newspaper’s|. 
publisher ‘and’ secured a third ‘of th 
paper’s page to-print its. resp 
to the Mather Jones ‘article. "2" 
According to Mark: Dowie, the au 
thor of the Mother Jones piece, the 
was particularly upset by the Times’ 
coverage because, ‘*There are a hi, 


tel has launched a campaign to discredi 
the Mother Jones piece and win th 
hearts ant minds re its own employees. 


The. confrontation between Becht 
and the magazine was aggravated wh 
Mother Jones staff members assernb! 
in front ofthe firm’s world headquarters! 
in San F on Aug. 3 to pass out 
copies “of the: magazine to _Bechtel 
employe a 
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“Mother Jones” takes a shot at Bechtel | 


Dowie says that his sources inside the 
company told him there was a virtual | 


.‘‘state of chaas’” at. Bechtel for several 


days after the incident, and thar the 
company recalled its vice-president for 
public relations from a cross-country 
trip to write a quick response to the 
magazine’ $s charges. 


The response, which claimed that 


' Mother Jones was'a‘‘radical’’ maga- 


zine bothered by Bechtel’s ‘‘successful 
and profitable”’ operations, was ‘blown 
up ta.poster size and put up on all the 


. billboards’’ inside Bechtel headquar- 


ters, according to Dowie. 

- Despite the. public-relations’ blitz by 
Bechtel, Dowie. says’ thar thus far 
Mother Jones has been winning the 
battle for employees’ ‘sympathy. He 
claims that when. the mazgazine staff 
distributed the article at the Bechtel 


offices, **Every woman we handed it to 
-took it.’” While the male executives 


refused the offer, Dowie said, ‘Later 2 
‘whole bunch of secretaries came out and 
said they wanted copies for their 
bosses.”? “ . ae, a { ee a 

- Dowie also claims that since the 
publication of the article, he has been 


‘ contacted by a score of Bechtel employ- 


ees, some of whom have provided new 
and valuable - information about ut the| 
company’s operations. As a result he is; 
planning to write several more articles 


‘on Bechtel, based both on the new leads 


and on the nearly 15,000 words that 

were cut from his original Mather Jones 

piece due to space limitations. fs 
Other publications also are now 


' showing an interest in investigating 


Bechtel’s affairs after years of relative 
indifference. For. example, the San 


‘Francisco Chronicis broke the story of 


Bechtel’s hiring ‘former CIA Director 
Richard Helms.as a consultant—a story 
that appeared the day after Bechtel 
released a statement es any con- 


nection to the CIA. ° 


a “2 


While it may not quite be the Fall of 
the House of Usher as yet, it is clear 
that Bechtel is finally getting some of 
the public scrutiny it has managed to 


“avoid for so many years. 


**There are more stories coming, and 
there are many that have already been 


‘written,’’ Dowie says with satisfaction. 


“From the calls I’ve been getting, 
Bechtel must be ioe ae ey | 


Reprinted i permission, the | 
Berkeley Barb. 24 
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- ern Bel{ Telephone Company has testified | 


~tance records without his -consent. The 


Belt for Texas, in-1974.°That suit, which 


ARTICLE APPEAREG 
ON PAGER 2.4.) 


gee] 


PHONE COMPANY TAPS 


ARECHARGEDINTRAL 


Southwestern Bell Js. Accused by! 


ExExecutives of “Listening In 
nd Employees 


vs _ oBpecial to se New York Timesins |” A 
SAN ANTONIO, Dec. 1I1—A former | 
high-ranking executive of the Southwest-{ 


that the company frequently: wiretapped ; 
its employees and customers. ~~ ad 

“Wiretapping is a sick obsession -with 
the telephone company,” said James Ash- 
ley, who was dismissed in 1974 as general 
-commercial. manager of ~ Southwestern 
a in San Antonio. “They’ve got.to lis- 

The statement was made from. the wit: 
ness stand ina state district co.urt in 
a S4 million lawsuit for invasion of priva- 
cy charging ‘that company executives and 
attorneys examined Mr. Ashley's long-dis- 


trial began last week and is expected to 
continue at least one more week... Sr” 

The case is am outgrowth of'a larger 
$29,2° million’ libet and: wrongful. death 
lawsuit filed agairist Southwestern Bell 
by Mr. ‘Ashley and.the widow of -T.0.} 


‘Gravitt; vice. president’ of Southwestern 


is still pending, produced.charges. by Mr. 
Ashley that- Southwestern Bell was reap- 
ing huge profits in-Texas, in'part because 
the company: was’ operating without th 
supervision of-a. state regulatory agency: 
Since then, the Legislature has created 
a Public Utility Commission,-whose first 
major task is to decide :on..a request for 
a $298.2 million rate increase ‘by South- 
westem Bell. v7. sextet . 


Mr.. Ashley’s testimony,. alleging illegal 


wiretapping. and ‘examination. of private 
telephone records, comes ata particularly 
sensitive time because the commission 15 
scheduled to anno unce its decision.on the! 
rate request riext week. 92. US 0-3 rae 

In three days.of testimony, Mr. “Ashley. 
has provided a.rare glimpse, often against, 
the objections of Southwestern Bell law- 
yers, into .the.. security operations: and 
eavesdropping techniques of the compa- 
ny. Corporation officials have accused 
him of using “tactics designed with the 
intent to damage o ur reputation in the 


public eyes. 05... o a REEL tte 
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‘to further the company’s interest, acnora- | 


“ny officials and kept in the dossiers, he 


THE NEW YORK TIMES 
12 December 1976 
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Company Is Upheld ©; : 

From 1955 t0-1966, Mr. Ashley testitied. : 
he served as’a “point of contact Wwith- 
law enforcement agencies like the CALA. 
and F.B.1.” in Arlington, Tex. He said bots 
the Central Intelligence Agency and the 
Federal Bureau of Investigation engaged ; 
in wiretapping activities without court | 
orders, bos os are 

Furthermore, he said, he was responsi- 
ble for ‘coordinating and having placed 
on customers’ telephone equipment illegal: 
wiretapping equipment and illegal record- 
ng equipment.” : 
- Pistrict Court Judge Franktin” Spears 
upheld an objection by company lawyers 
that Mr. Ashley was'not competent to 
make a judgement regarding the legality 
of the wiretapping equipment he helped 
the Federal agencies to place. Mr. Ashley 
testified that he had been ordered “to 
make available to law enforcement any 
and all telepnone facilities for their use.” 

Private long-distance records are used | 


ing to Mr, Ashley. He testified that securi- 
ty dossiers were maintained on members 
of the San Antonio city council when 
the company .was seexing an jncrease In 
local rates. The long-distance records of 
the councilmen were examined by compa-: 
said. end, AAS ‘ 
Earlier, William J. Jonas, security man- 
ager for the company here, testified that | 
it practiced wiretapping only in detecting | 
cases of toll fraud against the company. 
He said it was-his understanding that 
“nothing is wrong with Bell examining 
long-distance fecords as Jong as they are 
kept in the company and are related to 
Bell’s best interest.” Neetiat o ee 
At another point, Mr. Ashley testified 
that Southwestern Bell “can dial right 
jnto your phone conversation without you 
knowing it.” He asserted that there was | 
nothing to prevent widespread wiretap- 
ping by company employees other than 
supervision by management and “the in- 
tegrity of the employees.” es Derek 


R000100520001-9 
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85-5712 
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Y GF HOS a 
12 July 1985 


MEMORANDUM FOR: Deputy Director for Intelligence 


FROM: Director of Central Intelligence 
SUBJECT: Book -- The Pan, Moscow's Terrorists in Mexico 


This was mailed to my home unsolicited, not only one copy but two copies 
mailed separately. I never thought of the Pan as a communist front, nor do 
I know what the New Benjamin Franklin House, the publisher, represents. I see 
the hand of Mr. LaRouche in the thanks extended to the Executive Intelligence 
Review. This appears to be an American translation of Something previously | 


published in Spanish. 


¢ 


William J. Casey 


Attachment: 
Book in Subject Above 
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BBB  councit oF BETTER BUSINESS BUREAUS, IN 


¥ THE INTERNATIONAL ASSEMBLY OF BETTER BUSINESS BUREAUS 


/ Aug Te 
August 10, 1976 


Deputy Assistant to the Director 
Central Intelligence Agency 
Washington, D. C. 20505 


As you suggested, I am putting in writing our invitation to the 
Director to appear as the banquet speaker at the 1976 Annual Assembly 
of the Council of Better Business Bureaus. Thé Assémbly will be held 


in New Orleans September 27-29. 


ee ree 


We would be honored if Mr. Bush could find time to deliver the banquet 

address on Monday evening, September 27. Incidentally, Richard Wiley, 

Chairman of the Federal Communications Commission, will be the luncheon 
speaker on that date. 


The Assembly draws business leaders from all parts of the country. 
Among those to whom Mr. Bush will be speaking are: 


Herbert M. Cleaves, Senior Vice President (ret. ) 
General Foods Corporation 

Paul E. Sullivan, Executive Vice President 
Bank of America 

Van Buren Thorne, Jr., Director-Public Relations 
General Motors Acceptance Corporation 

Bruce Conway, Director of Consumer Affairs 
Tenneco 

Robert Thill, Public Relations Manager 
American Telephone and Telegraph 

Benjamin I. French, Jr., Dire cor, Consumer Relations 
RCA Corporation 

Bart Cummings, Chairman, Executive Committee 
Compton Advertising, Inc. 

A. C. Podesta, Vice President 
The Advertising Council, Inc. 


The list goes on and on; the audience will number approximately 200. 
The media coverage will be extensive. 
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—< = . | Director 


Central Intelligence Agency 
Page 2 


On behalf of Bill Tankersley, the President of the Council of Better 
Business Bureaus, I must tell you how anxious we are to hear Mr. Bush, 
and how honored we would be to have him accept our invitation. 

May we hear from you as soon as possible so that we can start publicizing 
Mr. Bush's appearance to our 143 Better Business Bureaus around the 
country as well as to our media contacts. 


a Ver 


Mme King 


Director of Broadcasting 
and Consumer Education 


EHK:scw 
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11 August 1976. 


I had a call from Mr. Gene King, of 
the National Council of Better Business 
Bureaus, requesting that the Director 
address the organization's meeting in 
New Orleans on 27 Sept. A letter from 
Mr. King should be in our hands in a 
day or two. (I neglected to take his 
phone number.) 


STAT 
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UNCLASSIFIED |_| CONFIDENTIAL SECRET 


STAT 
faction || DIRECT REPLY | 
[APPROVAL || DISPATCH 
COMMENT 
CONCURRENCE INFORMATION 
Remarks: 
Attached is the letter from Mr. King which 
I mentioned in my note of today. 
STAT 
— TO RETURN TO SENDER 
DRESS AND PHONE NO. 
8/11/76 
App = tes = > A Ad f\ RE 4EDADAANAN 9 


FORM NO, Use previous editions GPO : 1968 O - 297-542 (40) 
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| J Deputy Assistan re) 


? the Director 
“ Central Intelligence Agency 
a Washington, D. C. 20505 
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24 March 1975 


Mr. John W. Hartman. 

Chairman of the Board 

Bill Communications 

633 Third Avenue 

New York, N.Y. 10017 
ak Dear Mr. Hartman, 

Based on the background information ‘contained in your 
letter of March 10, a check of our records of the last 
five-year period shows no evidence that any of your 
correspondence was involved in the program that you mention, 

Sincerely, 


q1stes 
prooet i ne 


we le 


Angus MacLean Thuermer 
Assistant to the Director. 


nb 
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: 28 January 1976 
“Mr. B. Hs "Sibert 
‘Birchwood Press* *i0x<" 
“Pp: O. Box 20055- 
| Denver, Colorado 80220 
i] 
| Dear Mr, Sibert, 
| zo I believe the book you refer to in your letter 
| Poe: Pca a1: is: wheres Le S7SR ce isenstings Te 
| IT an sactosing a memo aie. explains where this 
| “volume may be- obtained and other information... ... 
iva a ect oom areca a Aan 2% oe soa cate 
BTAT Sincerely, 


Deputy Assistant 
to the Director 
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;:: +By Charles Memminger 
ney: | Star-Bulletin Writer. 
«Discounting Ronald R. Rewald’s | 
claims that there are secret assets . 
ta cover some of the money owed 
investors in his company, a feder- 
al’ judge yesterday ordered the 
company into bankruptcy, 
“Rewald’s - attorney, Robert. 
Smith, -was “obviously frustrated 
when U.S. Judge Martin Pence 
said he would not consider any of 
the secret affidavits and exhibits 
Smith had submitted in his at- 
tempt to account for some of the 
. Dussing assets. 

The secret documents apparent: 
Iy referred to Rewald’s CIA con- 
nections in an attempt to explain 
why some Bishop. Baldwin. Re- 
wald. Dillingham & Wong funds 
“were unaccounted for and why 
some investments could not be 
discussed with investors. 
..For the first time yesterday, 
the CIA's position was stated 
clearly Ione of the secret affi- 
cavits that was unsealed at the 
request of the U.S, Attorney's of- 
ice, 
--Robert M. Laprade, attorney 
representing the CIA, said “the 
CIA did not cause Bishop, Bald- 
“win, Rewald, Dillingham & Wong 
to be created nor has the agency 
al any time owned, operated, con- 
trolled or invested in BBRD&W. 
-. + and the CIA was not aware 
of and has had absolutely nothing 
to do with Ronald Rewald’s al. 
leged appropriation to himself of 
the funds of BBRD&W or its 
investors.” 


PENCE MADE it clear early in: 
the proceeding that he found: 
nothing in any of the classified | 
documents, which had been sea]- 
ed by the court, that had any 
Bearing on the creditors’ motion | 
that the company be forced into 
permanent bankruptcy. 


Approved For Reledse 20040163 a 


FOWSOUIAD/SBARCMURLRDIB1.0(81 4R000100520001-9 
21 September 1983 


dge Orders 
Re rald’s Firm . 
into. Bankruptcy 


ae of COMpany 
the “classified | 
, assets” referred to in the secret 


* Pence said 
documents are “pies in the sky” 
and have no bearing on the bank- 
ruptcy. 

The judge also denied Smith's 
request that some of Rewald’s 


frozen personal assets be released - 


for use in his defense. After the 
hearing, Smith said he could not 
comment on how long he will 
continue to represent Rewald 
without being paid. He said he 
will appeal Pence'’s order to the 
9th U.S. Circuit Court of Appeals, 

Pence's ruling clears the wa 
for a permanent bankruptcy 
trustee lo he appointed and for 
the liquidation of company assets 


to begin so investors can get at 


least part of their money back. 


INTERIM TRUSTEE Thomas 
Hayes said he probably will not 
be the permanent trustee. Trust- 
ees get paid 1 percent of all the 
money they handle. But with few 
actual assets left in the company, 
Haves has said it is not feasible 
to continue the work needed to 
sort out the company's finances. 
It is possible he will be hired on 
a salary by the permanent trust- 
ee. 

Sm#HiP apparently planned to 
rely heavily on Rewald's CIA con- 
nections to ward off the bank- 
ruptcy, but Pence issued his rul- 
ing based on a narrow aspect of 
U.S. bankruptcy law: Was the 
company paying its debts before 
it was forced’ into bankruptcy 
Aug. 4? Pence decided it was not. 

Authorities have conceded that 
Rewald was a “bit player” for the 
CIA. but said he made more out 
of his’ involvement than there 
actually was. 


UNABLE TO argue the CIA in-- 
Smith could only - 


volvement, C 
point out that the situation the 


. cOMpany found itself in at the 


Itution 
a run,” 


WO Tinancial ins an be 
expected to have Smith 
Said. 
' But Robert Smolenski, repre- 
- Senting the group of creditors 
who filed the bankruptcy petiton, 
' Said that did not matter. 
... “Investors put in funds with 
: the understanding that they were . 
: fully accessible,” he said. When 
they demanded their money, they | 
‘did not receive it. He pointed out: 
that at least one investor had 
| asked for his money before the: 
‘ suicide attempt and did not get 
He | Se i 
{ Smolenski . said Hayes has put! 
i assets currently at 
about $650,000, while investors 
put at least $12 million into the! 
company. 

Don Gelber, attorney for Hayes, 
-#echoed Smolenski’s remarks, say-| 
ing that the debts were not paid,} 
“and no secret affidavit can, 
change that.” i 


SMITH SAID that although $12 
million may have been put inte 
the company, only about $6 mil 
lion has been claimed so far by 
creditors. Smith implied that tht 
remaining money was connectec 
to the CIA and Said the fact tha 
no one has come forward t 
claim the rest “ought to raise ; 
question.” 

' Smith argued that some of Re 
wald’s assets should be releasec 
to pay for his defense attorney: 
because Rewald put up his owr 
money as a ci! wn payment on hi: 
$1 million heme on Kalanianole 
Highway. near Kuliouou. : 

He said Rewald has been un. 
able to defend himself because of 
the court orders freezing his 
assets. “In our legal system, a 
man is entitled to a defense,” 
Smith said. 

But Smolenski pointed out that 
Rewald is responsible for some 
creditors’ not having the money 
needed to prosecute their claims. 
against the company and that, in 
effect, Rewald is asking for a' 
loan from them to defend him- 
self. - ‘ 

“We don't like his credit,” Smo 
lenski said. 

Gelber likened Rewald’s re- 
quest to a person who kills his 
‘parents and then throws himself: 
on the mercy of the court be- 
cause he is an orphan. ee 


pO 


STAT 


end of July was “most irregular.” © 


After Rewald's suicide attempt 
on July 29 the oe Cha shut. i 
Cc 
nstitution.: 


DaBaKel 315R000100520001-9 
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MEMORANDUM FOR: Director of Personnel 
Executive Officer, DDS&T 
Director, EEO 
Assistant to the Director (Mr. Thuermer ) 
Legislative Counsel 


SUBJECT : Agency Exhibit 


1. NPIC was recently tasked to prepare an unclassified exhibit for 
the Agency to be displayed at the Conference of the National Consortium 
for Black Professional Development. The purpose of the Conference was to 


show black youth the possible careers in science. 


2. Attached is the report of the participants who manned the ex- 
hibit and represented the Agency, and a newspaper clipping about the 
Conference. 


3, NPIC plans to exhibit the sisprayL___]on its return 
from Chicago, and then in Headquarters Building. John Hicks, Director, 
NPIC, is willing to make the display available to Agency components for 
public relations or community involvement efforts, and modifications can 
be made to the exhibit to broaden the scope, or concentrate on specific 
areas. 


4. Iwill call you when the exhibit is set | in 
about a week, so you can see it. If you would like to make use 0 he 


exhibit, please call me on 


EEO Officer, 


Attachments: 
a/s 
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28 July 1976 


Mr. §& Mrs. Charles McFarren 

Missionaries-in-residence 

Board of Global Ministries 

The United Methodist Church 

475 Riverside Drive i 
New York, NY 10027 


Thank you for your letter of July 22 to the Director 
of Central Intelligence. 


Dear “Mr. §& Mrs. McFarren, 

Over the years, the Central Intelligence Agency aas 
had relationships with individuals in many walks of Auerican 
life. These relationships have reflected the desire of 
Americans to help their country, were maintained with the 
clear intent of furthering the Agency's foreign intelligence 
mission, and have not been aimed at improperly influencing 
any American institution. 

Responding to genuine concern which has been expressed 
about CIA relations with missionaries and clergy, and in 
order to eliminate even the appearance of possible impropriety, 
on February 11 of this year the Director of Central Intelligence 
issued a statement to the effect that the CIA has no paid or 
contractual relationship with any American clergyman or 
missionary, and that this practice will be continued as a 
matter of policy. In other words, the Agency does not now 
nor will it in the future use American churchmen for 
intelligence purposes. 
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op | OG! Moar of Glebed 
Board of Global Ministries snntctmasebhcinin ea 
The United Methodist Church 


475 Riverside Drive, New York, N.Y. 10027. (212) 7490720- 678-62 17 


Cable: missions new york H at f; bd Werk 
June 16, 1976 ORD) Yi ss antes 5 


SENATE OFFICE BUILDING 
WASHINGTON, D.C, 20510 


THE HONORABLE MARK HATFIELD ; origin. raed 


DEAR SENATOR HATFIELD: 


| WRITE TO YOU FROM THE BACKGROUND OF SIXTEEN YEARS OF SERVICE 
AS A MISSIONARY EN CHINA, HONGKONG AND BRAZIL AND THIRTEEN YEARS AS 
A STAFF OFFICER OF WHAT |S NOW THE BOARD OF GLOBAL MINISTRIES OF THE 
UNITED METHODIST CHURCH, 


IN DECEMBER OF 1975, WHEN MR. COLBY AND MR. BUCHEN MADE THEIR 
MUCH PUBLICIZED STATEMENT ABOUT THE CENTRAL [NTELLIGENCE AGENCY'S 
INTENTIONAL USE OF MISSIONARIES AND OTHER RELIGIOUS PERSONNEL, MY 
‘STAFF COLLEAGUES AND [| REPUDIATED SUCH A PRACTICE AS A PROSTITUTION 
OF THE VERY NATURE OF THE MISSIONARY VOCATION, WE SEE IT ALSO AS A 
VIOLATION OF THE TRUST AND CONFIDENCE WHICH 1S AT THE HEART OF THE 
RELATIONSHIP OF RELIGIOUS PERSONNEL WITH THE PEOPLE AMONG WHOM THEY 
SERVE, 


SUBSEQUENTLY, THE CORPS OF MISSIONARY PERSONNEL WHICH THIS 
BOARD OF GLOBAL MINISTRIES MAINTAINS IM SERVICE AROUND THE WORLD 
ALSO REJECTED IN THE MOST VItGOROUS TERMS THE UTILIZATION OF 
MESSTONARTES BY THE CIA AT THE INITIATIVE OF EITHER. THIS STAND HAS 
HAD SOLID GRASS ROOTS SUPPORT FROM THE UNITED METHODIST CHURCH, AND 
WAS RECENTLY AFFIRMED BY THE GENERAL CONFERENCE , ITS HIGHEST LEGIS-~ 
LATIVE BODY, IN SESSION IN PORTLAND, OREGON, APRIL 27 TO May. G, 


IT WAS EVIDENT TO MY COLLEAGUES AND ME THAT LEGISLATION WAS ONE 
OF THE MOST IMPORTANT MEASURES FOR THE CORRECTION OF THIS ONE MORE 
ABUSE IN THE OPERATIONS OF THE CJA. WE WERE EXTREMELY GRATIFIED 
WHEN YOU TOOK SUCH VIGOROUS INITIATIVES IN [TNTRODUCING LEGISLATION, 
MANY PUBLIC STATEMENTS IN YOUR SUPPORT HAVE BEEN MADE BY CHURCH 
BODIES, BY MY IMMEDIATE COLLEAGUES, AND BY ME, WE HAVE ALSO SOUGHT 
TO SUPPORT YOU THROUGH OUR WASHINGTON OFFICE ON LATIN AMERICA. 


IT §S, THEN, WITH CONSIDERABLE CONCERN AND DISAPPOINTMENT THAT 
| WRITE TO YOU AGAINST THE BACKGROUND OF THE UPI! STORY OF JUNE ts 1976, 
AND YOUR REMARKS AS PUBLISHED IN THE CONGRESSIONAL RECORD OF 
May 25, 1976. THEY INDICATE THAT YOUR SATISFACTION WITH MR. GEORGE 
BusH's "New CIA REGULATION" 15 SUCH THAT YOU "DO NOT INTEND TO PRESS 
FOR COMMITTEE ACTION ON (your) BILL." JT |S MORE THAN DIFFICULT, 
1T 1S IMPOSSIBLE, FOR ME TO FOLLOW THE LOGIC FROM YOUR STRONG REPU-~ 
DIATION OF THE CIA'S PRACTICE OF USING MISSIONARIES AND OTHER RELIGIOUS 
PERSONNEL, TO YOUR EXCHANGE OF CORRESPONDENCE WITH MR. BUSH, TO YOuR 
WIT AygptoviechFop Release: 2004/10/43: CLAARDPB8R04315RO0040052000 FMP osac., 
THE UP] STORY SAYS THAT "IN RETURN" FoR CIA ACTIONS, YOU WILL NOT 
PROCEED WITH LEGISLATION, THAT PHRASE |S NOT YOURS, BUT 1S THE 


a 


A 
pproved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


THe HONORABLE MARK HATFIELD 


gune 16, 1976 


PAGE 2 


EQUIVALENT OF YOUR BEING "VERY PLEASEO". 


_ SENATOR HATFIELD, | WOULD RESPECTFULLY ASK THAT YOU EXAMINE 
AGAIN WHAT HAS COME FROM Mr. Bust AND THe CIA. IT IS THE OPINION 

OF MANY OF MY COLLEAGUES: AND MY OPINION THAT IT OFFERS NO PROTECTION 
OR GUARANTEES AGAINST CONTINUED ABUSES BY THE ClA, ESPECHALLY IF 

NO REGULATORY LEGISLATION {5 ENACTED. THE "NEW CIA REGULATION" 

MAY EVEN ALLOW THE AGENCY TO ACT WITH MORE IMPUNITY IF THE PEOPLE 
BELIEVE THAT CHANGES HAVE BEEN MADE. 


PLEASE PERMIT ME TO POINT OUT TWO OR THREE DIMENSFEONS OF THE 


- STATEMENT THAT BEAR CLOSER EXAMINATION ANDO THAT SUGGEST THE UN-@- 


SATISFACTORY NATURE or THE CIA NACTLON, FIRST OF ALL, IT IS A 
STATEMENT THAT "NO SECRET, PAID oR UNPAID CONTRACTUAL RELATIONSHIP" 
WILL BE ESTABLISHED. Tus 1S TILED TO A NSPECIAL CONST I TUT TONAL 
CONCERN RELATED TO CHURCH#STATE RELATLONSHIPS.- TO HANG THE QUESTION 
AROUND N CONTRACTUAL" RELATIONSHIPS 1S TO MrsS OR TO OBSCURE THE 
point. A CONTRACT OR NON=CONTRACT MAY BE A MATTER OF PNTERPRETATION, 
ALL TOO SUBJECT TO THE EXPEDIENCE OF THE CASE IN POINT. THE 

ABUSE 1S THAT THE CIA SHOULD USE MISSLONARIES OR OTHER RELIGIOUS 
PERSONNEL OF ANY COUNTRY, WITH OR WITHOUT PAY, OPENLY OR SECRETLY, 
CONTRACTUALLY OR WEREELY!, IN ITS LNTELLIGENCE GATHERING OPERATIONS. 
You, SiR, HAVE FULLY SPELLED ouT ON MORE THAN ONE OCCASION THE 
REASONS WHY THAT IS AN ABUSE. 


SECOND, THE STATEMENT THAT THE CIA UWELL CONTINUE TO WELCOME 
}NFORMAT 1 ON VOLUNTEERED 8Y AMERICAN CLERGYMEN OR MISSTONARIES" 
MUST BE CAREFULLY EXAMINED. IT 1S A CLEAR ENDICATION THAT THE 
AGENCY SEES SUCH PERSONNEL AS A RICH RESOURCE AND THAT THEIR USE 
1S NOT AN ABERRATION. NOR CAN WE BELIEVE THAT THE CIA WILL MAINTAIN 
A WAITING POSTURE, HOPING THAT SOME OF THE "WELCOME" INF ORMERS 
WiLl APPEAR. 


THIRD, THIS FEAR |S REINFORCED WHEN WE READ THAT THE AGENCY 
MAY “ENETIATE CONTACT SO AS TO AFFORD AN OPPORTUNITY! LF A SENIOR 
AGENCY OFFICIAL CONSIDERS A CLERGYMAN OR MISSIONARY TO BE A 
PARTICULARLY RICH LODE. IN OTHER WORDS, THE GREATER THE CONF LOENCE 
WHICH THE MISSIONARY MIGHT BETRAY, THE GREATER THE PROBABILITY THAT 
THE CIA WILL TAKE THE INITIATIVE TO HELP IT OCCUR. 


FUNALLY, BECAUSE WE DO NoT poupT MR. BUSH'S [INTELLIGENCE OR 
ASTUTENESS, WE SEE THE CYNICISM OF THE FINAL SENTENCE OF THE 
REGULATION WHICH STYPULATES THAT Nsych INITIATIVES SHALL NOT BE 


T AABprég8a For’ NEE + ELABORATE FURTHER ON THE UNETHE CAL 
coe OF AN r Release 2904/10/43,5 Gl&eRDRBS-04615RO0010dS20807S° iT BE 
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« * 
THE HONORABLE MARK HATFIELD 
June 16, 1976 
PAGE 
MORE ETHICAL OR CONSTITUTIONALLY LEGAL TO “PROSTITUTE THE CHURCH" 
(To USE YOUR OWN PHRASE) WHILE STANDING ON ONE SOIL THAN WHILE 
STANDING ON ANOTHER? 
4 : 1 DO NOT MEAN TO TIRE YOU WITH THE LENGTH OF THIS LETTER, 
MY INTENT 1S TO ASK THAT YOU RE@EXAMINE THE "NEW CIA REGULATION", 
BECAUSE | BELIEVE A CAREFUL STUDY WILL LEAD YOU ONCE MORE TO 
PRESS FOR THE ENACTMENT OF LEGISLATION WHICH WILL HELP TO CONTROL 
A SERIOUS ABUSE IN CIA OPERATIONS, 
SINCERELY YOURS, 
L. M, McCoy 
EXEcuTIvE SECRETARY 
LMM: YF 
cc + PRESIDENT GERALD ForRD 
MR. GEORGE BUSH 
SENATOR CLIFFORD CASE 
SENATOR HARRISON WILLIAMS 
Home AopRESS:s 
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of Pace /7 2 March 1979 


- Boeing Reviews Controls on Secret Data. 
OF U.S.; Pentagon to Press Such Action | 


By a WaLUSTREET JOURNAL Staff Reporter . : 
-WASHINGTON—Boeing Co. is reviewing Bureau. of Investigation, says that defense 
its controls on classified government data contractors are a prime target of Soviet in- 
and the Pentagon plans to encourage other| telligence operations in the U.S. 
defense contractors to do the same. | 


AS reported in yesterday’s Wall Street 
Journal, the Pentagon suspended the secu: 
rity clearances of six Boeing employes after 
finding: that séveral of them obtained facts 
from a secret memo defense ee were 


In a letter sent last Friday, T. 
Boeing’s chairman, told the Defense Depart- 
.ment that the company has taken a number 
of steps ‘to reemphasize to employes their 


drafting for President Carter. obligations and responsibilities for safe- 
Although the. Boeing employes had secu- guarding classified information.” .~.- — 
rity clearances that allowed themrto. deat; - Among other things, Boeing spokesman 
with certain classified information, the Pen- “Peter Bush said, Mr. Wilson has warned 
tagon officials. say they didn’t have author-: ~Boeing employes that they shouldn't ‘‘solicit 
ity to see the facts contained in the memo, :or accept classified matter’ unless they 
which discussed programs to modernize a need to know the information. The need to 
strategic missile system. ~~ know is one of the standards the government 
5* "The incident has triggered concern, both ‘itl fp ica who Bsn access to clas- 
at Boeing and in the Pentagon, over enforce- fase ee 
‘ment of safeguards designed to prevent the a Boeing also said it experts all employes 
“unauthorized “disclosure of sensitive defense to cooperate with government-security in- 
data. Some Pentagon officials believe classi-| vestigations. Pentagon investigators say 
fied data. may be treated too casually in the _ Several Boeing employes tried to block them 


close relationships that often develop be- 
tween military and corporate experts who 


from learning the facts behind the leak. . . | 


weap Mr. Wilson also told defense officials that 
sera ee ee ae Boeing plans to hold a round of are ears 
'- Even before Pentagon investigators seminars on security rules. ' : 
learned the full facts of the Boeing case, a A defense official said the Pentagon! 
number of government: officials had been plans to urge all defense contractors to reex- | 
“worried about the: security of defense infor- amine their security procedures. 


mation used by corporations. \o 
; William Webster, . Director of of the Federal 
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Pentagon Studies | 
How Boemg Got 
| Secret Information 


* * 


Leak of Memoon MX Missile, 
Possibly Helpful to Firm, 
May Also Benefit Russians ¢ 


“ By Kennety H. Bacon 
Staff Repurter of THE WALLSTREET JOURNAL 
Major defense. contractors frequently 
prowl the halis of the Pentagon and Con- 
gress, working to protect and increase their 
share of the $59 billion the military spends 
annually on arms and supplies. 

. But last spring, Boeing Co. of Seattle, the 
‘nation’s fourth-largest defense contractor 
with some $1.6 billion a year in Pentagon 
business, apparently went too far. | 

Pentagon investigators assert that sev- 
eral Boeing officials violated national secu- 
rity restrictions by gaining unauthorized ac- 
cess to information classified top secret. 

! They then handled the sensitive material in 
_ such a way that Pentagon officials helieve it 
: probably was intercepted by Soviet’ intelli- 
gence agents. 

| The information came from a, document 

“the Pentagon was preparing last March for 
President Carter. The draft memo discussed 
‘whether the administration should build a 
new land-based intercontinental - ballistic 
missile, called the MX, or proceed with one 
of several less-cosily alternatives for mod- 
ernizing the nation’s strategic arsenal.’ 

That question, still unanswered, is one of 
the most important military issues Presi- 
dent Carter faces. It is also of vital concern 
to Boeing. Depending” on the decision, 
Boeing could. win or fai} to win billions of 
dollars of business over the next decade. 


Pentagon Probe Completed . ee 


A Pentagon. investigation completed last 
Friday alleges that. several Boeing offictals: 
successfully: obtained facts from the top-se- 
‘cret draft and then conspired to prevent de- 

- fense agents from discovering the story. be- 
hind the. unauthorized disclosure: -~.. -:: 

It wasn't until early this year, ‘some 10 
‘months after the Pentagon investigation: be 
-gan, that James L. O'Rourke, a Boeing em- 
_ ploye testifying under a Justice Department 
‘grant of limited immunity fromm criminal 


prosecution, gave the history of the leak... 


1 March 1979 


| Mr. O'Rourke, a marketing representa- 

' tive in the Washington office of Boeing's 

Boeing Aerospace Co. subsidiary, told inves- 
_tigators that he had read the secret draft 
memo and made notes. He then prepared a 
summary that was transmitted by telecopier 
from Boeing's Washington office to its Seat- 
tle headquarters last March 27. Pentagon of- 
ficials presume that the information, trans- 
mitted over a normal telephone line, was 
routinely collected by Soviet agents, who 
they say monitor telephone lines to and from 
defense contractors. 

The Pentagon is referring the case to the 
Justice Department for possible criminal 
prosecution. 

Meantime, the Pentagon has suspended 
the security clearances of six Boeing enr 
ployes, including Mr. O’Rourke and Ben T. 
Plymale, currently marketing vice president 
of Boeing Aerospace and formerly deputy 
assistant secretary of defense for strategic 
and space systems. In addition, the govern: 
ment temporartly barred two Pentagon offi- 
cials, Lt. Col. Kenneth Van Dillen and Stuart 
Rubers, a civilian strategic analyst, from 
access to classified information for aes 
roles in the security breach. Boon, 
Boeing’s Statement 

Boeing isn’t anxious to discuss Bi mat- 
ter. In response to a query, a Boeing spokes- 
man read -a statement saying “that “six 
Boeing employes—two-of whom are secre- 
taries—have had their security clearances 
suspended temporarily. Restoration of the 
clearances depends on the outcome of the in- 
vestigation by the Department of Defense 
into an incident of handJing classified infor- 
mation without appropriate safeguards.” _ 

~ Richard Albrecht, Boeing’s general coun- 
sel, wouldn’t discuss the case directly, but 
he said through a company spokesman that 
Boeing has always demanded of its em- 
ployes strict adherence to security regula- 
tions. He insisted that Boeing cooperated as 
fully. as possible with Pentagon investigators 
and asserted. that the investigation doesn't 
involve an attempt by Boeing to gain a conr 
petitive. advantage on any government pro 


gram.. Peis 
Mr. Plymale confirms that his securi 

clearance has been suspended but says h 

doesn’t .want to comment further on 


Matter. Mr. O’Rourke couldn’t be reached 


‘deploy’ the MX to: modernize: its: current 


creasingly accurate Soviet missiles, . they 


ion to build’ and deploy. - ois ee 
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‘for comment. : 

_ Defense officials say the incident under-; 
-scores some of the problems inherent in the 
‘comfortably symbiotic relationships that de- 
velop between military planners and major 
contractors. They must exchange informa: 
‘tion while designing weapons, and they 


..gome to share a commitment to promoting 


their projects over competing alternatives. 
The movement of weaponry experts be- 
tween industry and government jobs, fre 
quently on the same project, facilitates the 
easy flow of information and tends to blur 
‘the distinction between national security and 
corporate goals. Several of the principals in 
the Boeing case have alternated between 


. Jobs with the government and with the giant 


“aerospace firm. 

Asa result, “this type of thing goes on all 
the time,’’ one defense official savs, refer 
ring to the Boeing case. But “nobody gets 
caught,’’ partly because such security 
breaches rarely come to light. Thus, defense 
officials jumped on the Boeing case as a 
way to issue a warring, even though the se 
ret that may have been -. compromised 


: wasn’t a major one. 


Based on interviews with about 50 people, 
many under oath, agents from the Penta- 
‘gon’s Defense Investigative Service pro- 
duced an account of the leak, It shows the | 
interplay between Capitol Hill, industry and | 
the Pentagon as weil as the sometimes-by: | 
zantine politics within the Pentagon. 

4 The saga began last March 20, investiga: ; 
tors say, when the staff of Seymour Zeiberg, | 
deputy under secretary of defense for strate: j 
gic and space systems, began work on a; 
memo entitled. ‘MX and Alternatives” for! 
President Carter. A day or two later, Peter | 
Hughes, a former Boeing employe currently 
On the staff of the House Armed Services | 
Committee, told Boeing’s Mr. O’Rourke that! 
he understood the report nee gone to the | 
President. 

"Over the next few days. Mr. O'Rourke 
learned that the report. was. still. being 
drafted and that one of the alternatives, if| 
adopted, could sharply reduce the amount of 
new . business potentially ° available to 
Boeing. . 

* The MX is a big new ICBM with up to 101 
nucledr warheads. The Air Force wants to! 


force ‘of 1,000 smaller Minuteman missiles, | 
which are stationary in underground silos. 
Because defense officials believe these silos’ 
will become vulnerable to.attack from in- 


want to make the MX missiles mobile. A 
Nobile MX system would cos about 20 bil’ 


a ae 
are re 


D 
con® 
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At the time of the incident, Boeing was 
competing to become the prime contractor 


Minuteman. In a decision unrelated to the 
security investigation, the Air Force subse 
‘quently selected Martin Marietta Corp. to 
supervise development and construction of 
‘the missile. But Boeing still might win large 
contracts for aircraft or construction if the 
administration-proceeds with plans for mo 
bile deployment. ; : 


The Pentagon’s Reconstruction 


Pentagon investigators reconstruct the 
Boeing case this way: 


. While checking the tip from.Mr. Hughes 
about the draft memo, Mr. O'Rourke discov- 
ered that one of the MX alternatives that 
Pentagon civilians were preparing for the 
President involved. placing the Lockheed 
Corp. Trident missile,.an ICBM designed for 
launch from submarines, into existing Min- 
uteman silos. Such a move (which now 
seems highly unlikely) would sharply reduce 
Boeing's opportunities to participate in-the 
program. | eae ee ee 

Then Mr.. O'Rourke visited some Air 
Force officers to discuss the memo for the 
President. Although the officers were in- 
volved in the MX project, they apparently 
lacked detailed knowledge of what was 
being drafted for Mr. Carter. Mr. O'Rourke 
suggested that the Air Force should make 
some contribution to the memo. - 


On March 23, Major Gen. Charles Kuyk, 
then the head of operational requirements in 
the Air Force Research and Development 
Office, got what defense investigators call a 
“pootleg’’ copy of the closely held memo 
from Hua Lin, a Boeing employe on leave 
to work in the Pentagon’s Weapons Research 
and Development Office. Gen. Kuyk gave the 
copy to Lt. Col. Kenneth Van Dillen, cne 
of the officers Mr. O'Rourke had already 
told of the draft, with instructions to ana- 
lyze {tt for top Air Foree brass. 


Taking Notes _..- 


On the same day, Mr. Plymale, the 
Boeirig aerospace marketing vice president, 
discussed the memo with Mr. Hughes, the 
Hill staffer who had initially tipped Boeing 
officials to the report..The next day, Mr. 
Plymale asked Mr. O’Rourke to get a copy. 
ofthe memo, 7 

’ Several days later; Mr. O'Rourke asked 
Col. Van Dillen for.a copy of the memo. The 
Air Force officer refused to hand one over, 
but he did allow the Boeing man to read it 
and take notes. From these notes, Mr. 
O'Rourke wrote the report that was trans- 
mitted by telecopier.to:Mr.. Plymale in.Seat-; 


tle. (Col. Van Dillen declines to comment 


ROPBED TET 1005 200018 ae 


Zeiberg, whose office had written the memo, 
at a-.conference in California and discussed 
aspects of the memo in such great detail 


that the Pentagon official concluded that 


Mr. Plymale had read the memo. When Mr. 
Zeiberg asked how the Boeing man had ob 
tained his information, Mr. Plymale said he 
had found on his desk a telecopied report in 
a brown envelope delivered by an unknown 
source, 

*, Pentagon officials say that Mr. Plymale’s 
‘fabrication’? about receiving the informa: 
tion from an unknown source was the first 
step in a concerted campaign to impede the 
investigation of Mr. Zeiberg’s report of a 
suspected leak. , 


~The’ efforts—which in one way or another 


involved Mr. Plymale and an assistant, Wil- 
liam H. Jacaway; Charles Welling, the 
Boeing aerospace marketing manager in 
Washington; and Mr. O’Rourke—included 
the. destruction of evidence and other steps 
to hinder the inquiry, investigators say. 
Messrs. Jacaway and Welling are among 
the six Boeing employes to have their secu- 
rity clearances suspended. 

- Ironically, ‘the memo: Boeing obtained 
was never sent to President Carter. ‘'It was 
too technical,” a defense official says. “A 
gimpler.one went... : > : 
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.By TERRY LANDAUER 


“corporations ’: to? “certain. 


a= tree 


The ‘Waplicadons ot the ‘data’ “being gath- 


ered about CLA involvement in the corporaté ‘|: : 
‘payments are these; Not all the many million 


of ‘dollars paid by American companies: to- 
foreign. ; government”. “tofticials - constituted’ 


‘commercial bribery; ‘some of the cash; was- 
dintended to buy~ intelligence. information: tor 


ithe U.S. government or. to reward pro-Amer 
ican politicians. 


+ Thus, as one ‘investigator suggests, er 


‘tain corporations making seemingly corrupt ‘| 


payments to foreign officials were actually 
acting in the. U.S... government's: interest, 
oe, not necessarily at ie government's 


stadt sitet bo 


ie “a 


The: atest. indication’ of . this Uaveloping j 


thesis emerges in the-still-secret list-of con- 
ye” isultants: who “quietly collected ~millions:. of 
{dollars in sales commissions. from’ Boeing 
Co. Boeing is under investigation. for bribery 
‘by“the Securities‘and Exchange: Commis- 
ssion, but, with strong support from the State 
i ; Department, the ‘airerait maker has resisted 
j identifying the. agents. who. hgrreang ys com- 
‘pany cash over the years: #205, 2.4. Hts, ake 
: However, «it’s known that one’ . Boeing’ 
facene in the Middle East 1s-Kamal Adham,. 
a relative by marriage to'the royal famtly of. 
Saudi-Arabia and a frequent friendly contact: 
for the CIA. MriAdham also runs’ ‘the’ eo 
internal security service. :. 
}.In Iran, according | to. eee sources: 
Boeing retained as;sales agent an. uncle, of 
the. empress, ‘and in London, the. company. 
paid: -huge ~ commissions ‘ta’ another: Middle 
East power. broker :considered friendly to. 
the U:S. He'is Mahdi Tajir, the United Arab. 
Emirates’ ambassador to Britain; Mr. Tajir. 
ostensibly was paid for-arranging to. finance 
the sale of: Boeing“aircraft to other Aa oe 
in the Middle’ Bast’ , 
‘In Kuwait; Boeing’ ag nt is. the brother: 
of Jassim: ¥. al-Marzouk, managing director 
of Kuwait Airways and head of the evalua- 
tion committee that recommended purchase 
of ‘Boeing 7473. Happily, too, the. Boeing 
agent's sister is married to Faisal §. al-Fu- 
laij, who recently sh eas as. chairman “ot 
Kuwait’ Airways -<<8t 2 Para ad 
“In “engaging ‘ sucli: “tafuential ‘figures, 
Boeing was pursuing its business interests. 


A 


fetes of yy 


But at the same time, the company was fun-; 


neling cash to political personalities whom 
the U.S. was eager.to reward, 44) oe ee 
{ ‘“"Z don’t know how much the government 
{knows about our commission, payments,” 


Approved F 


Have  Encourag ged Firms to Pay 


Political Fi igures, Probe Shows ; 


kee says J, Ey Prince, pecrctary ‘ot Boeing and a 
pels Reporter of THe WALL STREET FourNAL. 
+, WASHINGTON—Government * investiga 
“tors are assembling ‘‘strong indications’’ 
that ‘the ‘Central tntelligence Agency knew" 
tabout: and-probably encouraged the-flow- of. 
‘under-the- table cash from leading American 
‘political “figures: 


“tien 


nation’s balance. of payments. 


committee discovered last year, Lockheed 
‘seeretly had ‘paid as-much as $7 millfon 


| company’s. agent for the sale of military air- 
. craft to the government of Japan and for the 


| dama’ S$ covert associations with the CLA, or 


coincidence or design—was also promoting 
+ |U.S. interests, by helping to keep the conser- 


tthe ruling party rearmed Japan, as Wash- 


| nese- : 


benign interest. in the flow of corporate pay-: 


}government . “sales of military aircraft../‘At 
“Tleast:. we're. 


‘Tturers. Mr.-Khashoggi regards himself as a~ 


DOT oroed For Reeakelsogaa 643 JEVAIRDP 88-01 


senior vice president..‘'In our overseas com- 
mercial ‘sales, activities we ‘operate entirely 
as a private enterprise entity and not as an 
"arm of American policy’ or diplomacy,”” the 
company asserts. ..'Occasionally,..we .seek 
‘and receive advice from U.S. embassy staffs 
‘in various parts of the world to help us mar-; 
ket our products, But the support,we receive 
is not greater than would be extended to any 
‘other Amertcan firm whose sales help the: 
... We refuse 
to concede that. any of our commission ge 
ments were illegal": ; ae 

Perhaps the ‘leaves merger re) oorpaate 
and. government .interests. abroad . Involves 
"Lockheed Alrcraft.Corp..As a. Senate. sub- 


since the -late,1950s. to Yoshio Kodama, the 


sale of ‘commercial Lau eratt to J japenere. air- 
Lier: 
“What wasn't ee ee then was Mr Ko- 


his role as political financier for the ruling 
Liberal-Democratic. Party.. By paying its 
agent all those millions, with the full knowl- 
edge of the: U.S., Lockheed wasn't merely 
expediting aircraft sales. As government in- 
vestigators note, the company—whether by 


vative liberal-democrats in power..In turn, 


ington wanted, and Lockheed sold the Japa- 
. government.” F104 __ fighter- “bombers. 


worth ‘hundreds of millions of dolars..-"" 
One indication. ‘of. the U.S. ‘government's 


ments: to heiptul agents. cropped up in little-. 
noted testimony last year to the Senate Subd-; 
committee.on. Multinational Corporations by. 
James Akins,. the. former U.S. ambassador | 
to Saudi: -Arabla, .Among other things,,.Mr.. 
Akins.- testified that. the U.S.-‘‘concealea'!” 
agents’. fees.in contracts for government-ta- 


-. (currently) identifying «the 
agent’s fees, instead of. oes them,” ; 
Mr. Akins said. ot. : 
‘Indeed, Mr. “Akins. told: the ‘Seats “sub: : 
committee that State Department superlors 
in Washington once asked him to intervene 
for:Adnan Khashoggi, the Saudi businessman | 
who represents several U.S. arms ‘manutfac- 


bridge-builder. between the Arab ‘wore and, 
ee West, particularly the U.S. -- feet, tah 

“"About two' weeks after I- “anived ‘in 
Saudt ‘Arabia,"” Mr. Akins told the Senators,- 
“TI got'a telegram ‘from the State Depart-. 
ment that-asked me in general terms to take - 
up with the Saudi. minister of defense the 
matter of an agent's fee to be paid to Mr.- 


ERC, ZOO TON 3 GRRE SB: 


ment.-They agreed that I shouldn't do.this."" : 
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“Despite these tantalizing tidbits, Franx 
Chureh (D.,-Idaho), chairman: of the sub-- 
committee; didn't pursue the subject, and 
the Senate Select Committee on Intelligence 
Activities, also headed by Sen. Church,. 
didn’t dig.into.any aspect of CIA pes ascasd 
with big business. .»: :., Berens § 
In a three-volume report last year the 3e- 
lect committee provided details on CLA plots 
to assassinate some foreign Jeaders but the; 
report. didn’t delve -into - acknowledged CIAs 
payments to companies such as Ashland Oil’ 
Inc. for providing cover for CIA operatives. 
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5 “CORPORATE. PAYMENTS abroad often- 
have served. cla interests, data showed. : 
3 Government * investigators ~ are ‘ finding: 
, Strong | indicatioris: ‘that. the. CIA: may> have 
| known “of “and” “encouraged " corporate ‘ pay 
ments.to foreign politicians. ‘Those receiving” 
| payments fram Boeing, tor instance, include 
a. numberof ‘well-connected ‘and ‘pro-U.S. 
people in the Mideast..In addition, the State 
Department - is: “backing” Boeing's. ‘eifort | to. 
fF avaid” identitying x erie tits” pay-; 


See are atheros is that some > 
a Gorperate: payments. eat designed. 
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At a press beiSfing in St, Louis Director. 
William E. Colby of the Central Intelligence 
‘Agency indicated that by such appearances he 
is trying to repair the damage to his agency 
done by adverse” piiblicity stemming from 
congressional investigations. If success de- 
pended only on a cool and urbane’ manner, Mr. 
Colby accomplished his purpose here. 

But the press has an obligation to look 
behind the friendly smile and the smooth 
answer. At one point Mr. Colby was asked to 
comment on testimony before the House 
intelligence committee by Samuel A. Adams, 
former principal CIA analyst of Viet Cong 
troop strength, to the effect that the agency, 
yielding to military and political pressure, had 
underrated the adversary’s strength just be- 
fore the 1968 Tet offensive. Mr. Colby replied 
that there had simply been a disagreement 
‘between Mr. Adams and others in the agency 
over categories of Viet Cony forces ard that 
there was no deception or changing of figures, 


This answer just does not odete wiin the - 
evidence provided by Mr. Adams, buta in his. 


Eouse testimony and in a detailed article in 


- AGIA Pretense | | ae 


| 


the May issue af Harper § NBERIAS, He: 
reported that in 1966 he had found that thet 
Pentagon was using an estimate of Viet Cong: 
guerrilla strength (103,573) that had been’ 
thought up by the South Vietnamese and that’ 
had remained unchanged for two years. After j 
studying reports from the field, Mr. Adams} 
estimated as early as 1966 that total Viet Cong 


‘troop strength was 600,000 rather than the! 


Yet despite strenuous protests by Mr. 


270,000 figure used by the American command. | 
Adams, the only CIA analyst on this esslgir 


_ment, the agency, under orders from Director 


Richard Helms, accepted the American com- 
mand’s figure of 270,000 as late as 1968. 

The deceptive figure, put ont-in response to: 
pressure from Ambassador Ellsworth Bunker! 
and Gen. Creighton Abrams, was only changed} 
after-the disastrous Tet offensive, which cost} 
heavy U.S. casualties, made clear 
that the military estimates had been wrong. 

By pretending that the only issue here was a! 
difference of opinton between Mr. Adams and; 


‘his colleagues, Mr. Cony is not helping thei 
’ CIA’s j image. 
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“~~ 


journalists,’ he told report- 
_ers, “The sources of your 


By RICHARD K. WEIL IR, 

Of the Post-Dispatch Staff 

Congressional hearings on 
tre Central Intelligence Agen- 
cy Gre necessary, CLA Direc- 
tor William E. Colby says, but 
those being held are having 
“‘a very adverse effect” on 
the agency. 

Colby, soft-spoken and 
friendly in a 43-minute press 
briefing in St. Louis yester- 
day, said the hearings. “are 
taking a large part of my 
tire, and that's time P’m not 
able co spend on problems oi 
intsliigence in the future — 
what we're going: to need in 
the 1980s."" ede 
_ Furthermore, Calby sai, , 
recent revelations about the 
ayency have caused the CIA's 
sources of information around 
the world to begin “drying up, | 
one by one.” ; : 

He said CTA sources ara : 


worried that their participa~ i - 


tion ia this country’s inteiti- : 
gence effort will be disclosed. 
“We're very. much like 


information have to be sa- 
cred. If you expose, them, you 
wan't be able to use those: 
sources anymore.” : 
Colby was in the area at the | 
personal invitation of G. Dun- } 
can Bauinan, publisher of the - 
Globe-Democrat, and was a 
guest of honor at a dinner 
attended by about 40 of Bau- 


~ man’s friends at the Bogey 


” April. : - 


-among other things, of: 


Club, 928 Clayton Road, Col- 


‘by atid Bauman met at a. 


publishers’ convention in_ 


UF 
The CIA: director. appeared 
eager to repair his agency’s 
image, which has been hurt 
by recent disclosures. 
The CIA has been accused, 


spying in the United States, in 
violation of its charter; exper- 
imenting with drugs, causing 
the death of at least one 
employe; spending $11,000,000 
on covert operations to topple : 
a government in Chile; har- 

boring lethal poisons against ; 


orders frora the White Houseap 
| 


<1) ——manaatmatireatalh, * gag. meme 


and participating in assassi- 
nation plots against foreign 
heads of state, most notably | 


rs 3.9 oto Le ptt ia 


year. 


prayedyF os Releasel!2004 


aly 


Colpy said he had made. 
similar visits to 1.os Aagelss, i 
New York and Chicago. Next! 


S082-DIS PATCH 
1975 


ah 


oN 


on his schedule is Boston. i. 


But Colby denied tnat hey 
was spending a dispcoportion-| 
ate amount of time on public! 
relations. He said he had 
given speeches only 10 times 
in the last year or year and 
half. : 


a: 
| 
i 


Colby said repeatedly that ; 


the CIA must ‘do away with 
the old idea of intelligence 
heing total secrecy.” 
Washington sources have 
said that Colby’s refusal to 
cover up CIA abuses in testi- 


_ mony before the Senate Intel- 


ligence Committee nas earned 
chim the bitter enmity of Rich- 
ard M. Helms, former CIA 
director and now ambassador 
to Iran. Under Helms's lead- 


. ership, from mid-1966. until 


January of 1973, many of the 
abuses took place. *. 

But Colby denied that he 
and Helms were at odds. 
Some of the apparently illegal 


Says tle 


r mple of such | 
“otner funccions,” Curoy said, 
was the CIA’s part ia plan- 
ning the ill-fated Bay of Pigs 
invasion of Cuba in 196I. 

But Colby said he expected 
the noninteiligence functions | 
of the CIA to ciminish in 
future years. 

“Last year,” he said, ‘Con- 
gress turned down by a 3-to-t 
margin a aiil that would have 
barred the CIA from any 
function other [nan purge intel- / 
ligence work.” : 

But he said that Congress 
had passed a bill allowing 
other projects “‘only if the 
Presider: finds it in the fater- 
est of national security.” 


_ Even ai that, Cotby said, the 


acts when Helms was director | 


occurred ‘‘bacause we 
thought it was the right thing 
todo,’ Colby said. 

Of bis renunciation of some 
former CIA tactics, Colby 
said, ‘I?m sure that my suc- 
cessor will look back on my 
regime and find things he 
wouldn’t agree with.” 

Colby said one reason he 
had came to St. Louis was 
that, ‘it is essential to create 
an understanding of what in- 
telligence is all about.” 

But he would not disclose 
anything about the CIA budg- 
et, which former agents have 
estimated at $750,090,600 a 


He would-not discuss specif- 
ic clandestine operatiuns or 
answer questions about alle- 
gations that President John 
F. Kennedy had been involved 
in CIA discussions of a plot to 
assassinate Castro. : 

But Colby noted that al- 
though the CIA had been set 
up in 1947 as_an intelligence 


“(other functions and duties as 


fe er aR ES 


the National Security Council 5 


direets."” 


a | 


new law requires information 
about such activities ie be 
“passed on to congressional 
commitiees. 

Colby, a graduate of 
Princeton University and Co- 
lumbis 


‘ 
tie 


joined 
War. : ‘ ; 
- His mos: controversial tour’ 
of duty was in the late 1968s, 
when he ‘vas responsible for | 
operation Phoenix, a program . 
aimed ai killing key Viet 
Cong members in Vietnam. =~ 
The Phoenix program is _ 


seid 10 have been responsible | 


for the silliag of more than 
20,00 Vietnamese over a pert- 
od of yezrs that started be- 
fore Colby tcok over. 


In testimony before the - 


Senate Foreign Relations 
Commiitee in 1970, Colby ad- 


mitted there had been some ; 


abuses in ihe program. 


In ether remarks during ; 


and after the press briefing ; 


University’s law 

school, was an espionage | 
agent in Morid War IL. After | 
a brief practice-of law, he ! 
CiA in the Korean ! 


YS Ey 
iw, 


i 
¢ 
} 
{ 


yesterday, Colby: 


(1) Confirmed he had of-” 


vieiligente | 


fered to help the Deparrment 
of Justice jnvestigate a report 
that E. Howard Hunt, a Wat- 


ergate burglary conspirator | 
and a former C{A ageat had, 


fold associates that a senior 


White House official in the : 


Administration of former 
President Richard M. Nixon 
had instructed Hunt to assas- 
sinate columnist Jack Ander- 
son. | knew nothing abcut it 
untit Sunday when I read ic in 


the: Washington Post,” Colby : 
"said. ; 
(2) Said the CIA office in | 


downtown St. Louis had only 
two functions: to keep in 
touch with Americans who 
have business or professional 


xelationships abroad and to : 


“Interview job applicants and - 


CIA contractors. 
(3) Called tor strengthening 


a law that prohibits govern- | 
ment agents or former agents | 


from leaking intelligeace in- 
formation. 

(4) Complained that the 
free society in the United 


_ States made intelligence gath- 


ering easy for Communist 


, nations. “The Soviet military 
* attache can go to the street 
_ egrner and pick up a copy of 


Aviation Week,” Colby said. 
‘And. just. by thumbing. 
through it, he can learn that 
our country spends billions of 
doltars to find out spout Tis 
country’s activities.” 

(6) Said the CHA, which 


aero. 


| 


I 
i 


once was said to have owned 
five airlines, was getting oul § 


of that business. He said the 
agency might still have one 
air company but added, “We 
don’t need it anymore. We 
have a different king of op- 


eration, now.” Colby said he - 
had flown to St. Louis on a, 


cornmercial airliner. 


Colby defended his conten- | 


Continued 
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By me PEARSON 
Clobe-Demuverat Sraif Writer 


Recent investigations of the 


iga 
Central intelligence Agency 
have Sariously Aarapered in- 
: nesgatiering accivities 
of the agency argund the 
world, CIA Director William 
E. Colby says. 

But the.agency's work must 
continue for the good of the 
country, he said here Tues. 
day. 

“THERE I$ much intelli- 
gence that is accessible that 
we can't get now because the 
uther side is aware of our 
method of operation,’ Colby 
told newsmen at a press 
conference in the St. Louis 
Club. ; 

Colby said there is some 
loss of information because 
“they have been alerted to 
the fact that wa're able to 
obtain it." : 

And he said foreign agents 
who have helped the CIA now 
are saying, “{’m sorry. I 
carvt continue to do this,’ 
because of pressures pro- 
duced hy recent exposure of 
the agent’s methods. 

But, he said, “We live, even 
here in St. Louis, within 30 
ninutes of a nuclear missile, 
and we have to know what 
‘kind of missiles to exec in 
the future.” 

COLBY SAID the CIA 
weeds to maintian up-to-date 
Enforraation on such things as 
weaponry in order to main- 
Kain adequate U.S. defenses. 

Colby refusad to say wheth- 
ay the CfA aas an annual 


re 


8S 
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William E. Calby 


budget cf $750 million. 

“Ei nave taken the position I 
can't comment on that. fo do 
39 would provide the startihg 
information from which all 
other information could be 
abtained,’” he said. 

On the need for secrecy, 
Colby said: ‘‘We don’t take 
the position that nothing can 
be revealed, but we alse don’t 
believe that everything should 
be revealed.” 

Colby explained that his 
trip to St. Louis to meet 
informally with:an group. of 
St. Louis leaders was purt of 
his responsibility to make 
sure Americans know the na- 
ture of the CIA's intelligence- 
gathering efforts and the im- 
portance of continuing them. 


COLBY, HO has taken a- 
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on Serterter 1975 


He ae CIA 
rector, was not Gone 
eae ray _ and has been 


out of ee office in Langley, 
Va., pathaps 19 or 12 times 
during the fast 4 


_ang-a-halt. 


(Richard M. Helms and 
other former CIA directors 
have been somewhat inacces- 
sible to newsmen, and efforts 
have been mace to mask the 
agency's budget and even the 


-agency’s physical location in 


the Washington, D.C., area) 
Colby said there are “many 

necessary secrets in our dusi- 

ness,” but added: “W 


we respect them. 

“We have secrecy of the 
ballot, secrecy in 
testimony. We are a lot Jike 
you newsmen. ‘We must pro- 
tect the sources of our intelli- 


you expuse these sources, you 
won't be able to use them 
anymore.” * 


COLBY DENIED any 
knowledge of a report that E. 
Howard Hunt was ordered to 
assassinate syndicated cal- 
umnist Jack Anderson when 
Hunt was 2 CIA agent. 


“T never heard anything 
about that unt! Suaday morn- 


ing when I read it in the. 


Washington Post,” he said. 
Colby said he looked into 
the report within the CIA, but 
could find no one to substanti- 
ate the allegation. 
liunt repartediy told hts 
former CLA associates thai 


year or year- 


We have a. 
lot of secrets in America and: 


grand jury. 


‘OCKAL 


tne order 
canceled 4 min 
but only after a plan nad heen 
devised ta make the column- 
ist's death appear accidental. 

Colby, when asked about a 
Cid Office in St. Louis, replied 
that it has two functions ~ to 
stay in itouch with area in- 
formants and to “investigate 
applications of contractors 
wno want to do business with 
us. 

COLSY WOULD not say 
who the contractors were, 


" gence just lixe a newsman. If | 


- digence”’ 


other than to indicate th 
tiight.be doing business. wi 
the government in.an intel 
gence-gathering capacity. 


Ue said the ClA’s damesti 
activities, which pave braugh 
charges that the agency ha 
been sping on citizens, bav: 
diminished considerably. 

The avency has been dom; 
“other things than pure intel 
and all have beer 
within federal laws 2 oytn 
the CIA, Coiby said. 


hehe payrieseets mea cma ere pede 


STAT Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


Next 2 Page(s) In Document Exempt 


Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


4)00100520001-9 
St.Louis Globe -Bemacra 
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ST. LOUIS, MQ. e310! 


G. DUNCAN BAU MAN 
PUBLISHER 


September 11, 1975 


Dear Mr. Thuermer: 
We are enclosing a current guest list. 


I assume that you may be accompanying Mr. 
Colby. So that there is no misunderstanding »we do 
want you to be our guest at the dinner. If there 
will be other staff members with Mr. Colby, please 
let me know so that we can provide places for them 
at the dinner. 


Sinkerely, 


Mr. Angus Thuermer 
Assistant to the Director 
Central Intelligence Agency 
Washington, D.C. 20505 
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26 August 197 


MEMORANDUM ROR: Director of Central Intelligence 
SUBJECT : St. Louis Trip 


On the 25th, I talked to Mr. Bauman in St. Louis. 
We are finally all of one mind. He agrees that there 
is really no problem with your coming out quietly and 
privately for a dinner chat with his friends and an 
equally unpublicized meeting with newspaper men at lunch. 


He agrees that anything that would give the impression 
of a "cover story" should be avoided; he didn't mean to 
give that impression. 


He said he plans no publicity in his paper and if it 
does come out, the situation is quite straightforward: 
you are his guest talking privately to his friends and 
chatting with St. Louis editors. 


STAT 


In your talk before the members of the Bogey Club, you 
should probably take advantage of the nature of the group 


to stress our future needs for patriotic businessmen to 


/s/ Engus Hachean Thvermer, 


Angus MacLean Thuermer 
Assistant to the Director 


{7 
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St.Louis Globe-Demacrat 


[2TH BOULEVARD AT DELMAR 


ST. LOUIS, MO. 6310} 


G. DUNGAN BAUMAN 
PUBLISHER 


August 12, 1975 


Dear Mr. Thuermer: 


We are enclosing a list of guests who are being 
invited to our dinner for Mr. Colby. 


The dinner will be on Tuesday, September 23 at 
the Bogey Club, 9266 Clayton Road. Cocktails will be at 
6:30 P.M. and dinner at 7:30 P.M. The Bogey Club is 
located in Ladue and has a membership of only fifty persons. 
The custom of the Club is that when a member engages the 
Club for an affair only those members invited, along with 
guests, are present. 


It occurs to me that perhaps Mr. Colby might 
have friends in the St. Louis area who he would like to 
have present. If you will please advise me of these, I 
will be happy to extend an invitation. The maximum accom= 
modation at the Club is about fifty-four to fifty-six 
persons. 


We plan the Press Luncheon for 12:30 P.M. on 
September 23 in the Tiara Room of the Chase-Park Plaza 
Hotel. As soon as we have compiled a guest list for this 
function, we will forward it to you. 


Sincerely, 


Mr. Angus Thuermer 
Assistant to the Director 
Central Intelligence Agency 
Washington, D. C. 20505 


cc: [ 8/15/75 
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11 August 1975 


MEMORANDUM FOR: Director of Central Intelligence 
SUBJECT : §t. Louis Trip 


Mr. Bauman, publisher of the St. Louts Globe Democrat, 
will have from 35-50 top city leaders at your off-the-record 
dinner talk and Q§A on 23 September at the exclusive Bogey 
Club. 


He said it would be self-defeating, from our point of 
view, to appear to be in St. Louis these days solely for 
this private, elite, off-the-record session. We should 
accept his assessment. 


I suggested that the answer might be a luncheon mecting 
with newspaper people such as you have had in New York, Los 
Angeles and Chicage. You should chat there pretty much 
on-the-record. He would even invite someone from the St. 
Loute Post Dispatoh. He said that would give him some wry 
satisfaction. 


Mr. Bauman said that he would hope that you would have a 
Little time to greet his good friend and neighbor. ‘She is 
the widow of Admiral Souers. I said I knew you would be 
delighted to see Mrs. SouerTs. 


If the luncheon idea seens to be too much of a day being 
spent in St. Louis, perhaps Mr. Bauman would consider an 
informal afternoon meeting aS an alternate. 


1l recommend the luncheon plan. It would give you the 
afternoon to spend with our people in St. Louis. 


Mr. Bauman is clearly big-time stuff in St. Louis and 
equally clearly he is enthusiastic about your visit. I 


gather he considers it something of a personal coup 4s well 
as biow for God and country. 


{s/ Angus YgrLean Thucrmer. 


Angus MacLean Thuermer 


Assistant to the Director 
Spr BUkd For Relba 
se 2004/10/13 : CIA-RDP88-01315R000100520001-9 


Fue 


aa 


‘ Approved For Release 2004/10/13 : CIA-RDP88 dd fo ‘i 2 [ects es 
: 5 -01315R0001 tse 
oe Le 6 Fog) STAT 
STA 
I hadn't seen any problem here. It seems 
straight forward to me: you are the guest of Mr. 
Bauman, prominent citizen, who has invited you to 
talk to his friends, and you are also happy to seize 
the chance to meet news executives in St. Louis, also. 
STAT 
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11 August 1975 


MEMORANDUM FOR: Director of Central Intelligence 


SUBJECT : St. Louis Trip 


Mr. Bauman, publisher of the S?. Louts Globe Democrat, 
will have from 35-50 top city leaders at your off-the-record 
dinner talk and Q§A on 23 September at the exclusive Bogey 
Club. 


He said it would be self-defeating, from our point of 
view, to appear to be in St. Louis these days solely for 
this private, elite, off-the-record session. We should 
accept his assessment. 


I suggested that the answer might be a luncheon meeting 
with newspaper people such as you have had in New York, Los 
Angeles and Chicago. You should chat there pretty much 
on-the-record. He would even invite someone from the St. 
Louis Poet Dispatch. He said that would give him some wry 
satisfaction. 


Mr. Bauman said that he would hope that you would have a 
little time to greet his good friend and neighbor. She is 
the widow of Admiral Souers. I said I knew you would be 
delighted to see Mrs. Souers. 


If the luncheon idea seems to be too much of a day being 
spent in St. Louis, perhaps Mr. Bauman would consider an er 
informal afternoon meeting as an alternate. 7 
~ 
Il recommend the luncheon plan. It would give you the 


afternoon to spend with our people in St. Louis. ts 


> 
Mr. Bauman is clearly big-time stuff in St. Louis..gnd ‘# 


equally clearly he is enthusiastic about your visit.est 
gather he considers it something of a personal coup as well 
as blow for God and country. 


us MacLean rmer 
A ssistant to the Director 
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26 May 1975 


wr. G. Duncan Bauman 
Publisher 

a Louis Globe-Democrat 
i3th Boulevard at Delmar 
St. Louis, Missouri 63101 


Dear Mr. Bauman: 


Thank you so very much for your letter of 
May 16th. You are very kind to take the time 
to say those nice things. I would indeed be 
delighted to meet your friends in 8st. Louls 
and would consider it a great honor to be 
hosted by you. Please let me keep the date 
& little vague for the next couple of months 
but perhaps get back in touch with you early 


_4p August for a possible time. It will be a 
great pleasure to be among the friends of 


Admiral Bouers. 
Sincerely, 


/s/ W. E. Colby, 


W. BE. Colby 
pirector 


i fi @ anda 


WEC:jlp (20 May 1975) 
Distribution: 
Original ~ Addressee 
1 - DCI w/basic 
1 - Asst. to DCI w/cy basic 
1 - ER 
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G. DUNCAN BAUMAN 


St. Wonis Globe-Bemocre 


]2TH BOULEVARD AT DELMAR 


ST.LOUIS, MO. 63) 


PUBLISHER 


May 16, 1975 


Dear Mr. Colby: 


Tt was my privilege to be in the audience at the American Newspaper 
Publishers Association meeting recently in New Orleans when you spoke. 
Seldom have I been so impressed with the character, ability and strength of 
a government executive as I was after your encouraging and inspiring presentation. 


My reaction then, and it still is, that if opinion makers and leaders 
in America had an opportunity to hear a personal presentation from you the 
result would be to eliminate 95% of the doubt, where it exists among guch 
persons, about the values for America in the CIA. TI came away fromthe ANPA 
meeting determined to try to induce you to come to St. Louis as my gest to- - 
make an appearance before a relatively small group of my friends, and yours. | 


It is not my purpose to puild a base for a news story in the Giobe- 
Democrat. A decision whether there would be media coverage of your appearance 


oe Se ee 
os 


would be entirely up to you. Certainly, at the very least, I woutd: prefer that. _ 

there not be media coverage of the meeting which I would host. = 
I do hope that you might be able to fit a visit to St. Louis in your 

calendar early in the fall, perhaps in Septembre. or subsequently. JI leave 

the date entirely up to you. te“yould be my plan to have dinner in your honor 

at the Bogey Club, which is a golf club with a membership of fifty-five persons ~~ 

all, of them community Leaders .0f, Lone, .2kangae | 


SE, DC ES cronamiee 


IL assure you that your audience will be a congenial and friendly one. 
A clue for you to the historical appreciation for the CIA among most of those 
who would be present is the fact that nearly everyone knew Admiral Sidney W. 
Souers, now deceased, who was one of those delegated by President Truman to 
put the CIA together during the Truman era. Admiral Souers enjoyed a tremendous 
affection and respect from everyone in St. Louis who knew him. 


T do hope that it would be possible to present you in St. Jouis. 


Mc. William E. Colby 
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* Sentinel staff writer 


Fork (dinner) Club would hold a 


more-than-receptive ear to any-.: 


- thing that the deputy director of 
: the Central Intelligence Agency 
.. would care to say to them. . 
:+ And if they weren't primed for 
.“the speech of EB. Henry Knoche be-: 
“fore they arrived Wednesday 
night, a standing ovation for the 

-man before he uttered a single 
-. syllable did no damage toward 
- building: their enthusiasm and 
receptiveness. 
ps dium, the audience of about 500, 
“was informed that earlier in the 
= day in Washington, he had been 
= named a reeipient of the Presi- 
- dent’s AWard for distinguished 
public: service, the highest civil 
;service award that can be be- 
_ stowed on a U.S. citizen. Bence 
=; the standing ovation. 
+. Biany Colorado ties | 


7 4 


he Western Slope in general (his 
wife is from Craig, a married son 
‘lives there now anc another son is 
-@ freshman at the University of 
Es Colorado in Boulder) put his au-— 
- dience at ease like he was one of 
their own local boys made good. 

He is a big, husky man with a 

* powerful body that gives testi-. 
’°mony to his undergraduate days 
s wat C.U. where he played both base-. 
ball and basketball. Murmurs in 
“:awe of his size rippled through 
tithe saudi#nce when he first rose 
’ for introduction making it hard to 
believe that a security agent is 
anecessary to accompany him 
‘wherever he goes. ‘We don't like 
to call them bodyguards,” he ex- 

, plained later. 
His voice’ and delivery aecen- 
“tuate his size, but his speech on 

: such a grave topic as national in- 
‘telligence gathering is punc- 
tuated with just enough comic 
~ relief to make Mt, ail sound 


_ -Plausible. ern ME SE Cee 


Before Knoche took the ‘oor 


‘His rapport with Colorado ae 


‘Agency: ‘alive and well’. 


| f | ; 
‘nt ae A: 
3 rah . PS 
: ¥y iH * 


; Tt was evident before the fact, — 
. that abasically middle-aged au- © 
 dience of the Bookcliff Knife and ° 


- Space, 


13 January 1977 


‘Aura of truth - 


Waiter, 


fication with Colorado.and a satu- 
sration of ‘his. professional 


;eredentials that span 23 years in’ 


_ the CIA combine to Sive the effect 
* that everything he is about to say 
_ is the whole truth and nothing but 
the truth. . 

4. Ag he started to speak, Knoche 


oan immediately into a defen-” 
sive position when talking about- 


“the CIA. In the second paragraph 
-of his prepared text (made avail- 


able to the press), he says “We've. 


“seen flashy. headlines and. senaa- 
-tionalized stories: ‘about the CIA 


‘in the newspapers — many of- 
“them taken completely out of con-° 


,text and blown all out of 
proportion, De Bes 


Midway through his speeth, he a 
“again touches on the topic of the: 
* bad press received by the CIA, | 
. most of it since 1975 after releva- ' 


tions: by Idaho Sen. Frank 


--Church’s Select Committee on In- 
stelligence. “All too often only the - 
- accusations and the allegations “ 


“make the headlines. “The. denial 
and the truth of the matter never 


seem to be heard,” said Knoche. ; 


Exampies. bizarre _... 


He cites as examples past heed : 


lines claiming “The CIA once cap- 
tured three beings from - outer 
-put them in a freezer to 
make them talk and instead they 
died.” Another example he used 
is a claim the CIA “found and pil- 
fered the remains of Neah’s Ark 
on a mountainside in Turkey, and 
that the artifacts are somewhere 
in the basement of our 
headquarters.” 

Knoche claims “you have heard 
a lot about intelligence failures.” 


-Then he goes on to list successes 
_of the CIA including the discov- 


ery of Soviet nuclear misslies 


_being delivered to Cuba in 1982, | 


seven years’ warning on the devel- 
opment of the Moscow anti- 
ballistic missile systems, and the 
design of two Soviet aircraft car- 

ane well before the first one e put 
oO sea. ae 
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Grand Junction, Colorado 


i Thus. hie physicalness,. “frente 


oe 


eh ee! 


- knew of no CIA involvement in ei- 


3000100520001-9 


* ‘Pouches on experiments * 


i 
y 
_During a question-and- -answer | 
‘ session following his speech, { 
*Knoche answered inquiries into 
‘topics including CIA experimen- ; 
“tation on humans with LSD and | 
other mind-bending drugs, or al- 
-_jegations involving the CIA in the 
assassination of one of its own 
‘: presidents. | 
” Of drug experimentation which 
led to one scientist jumping out of | 
“a hotel window to his death, | 
}: Knoche said first, “I wish to hell 
- Td never heard of it.” But then he | 
" explains the action in the context | 
-of “a feeling in this country atthe | 
time of the early 50s...we were | 
“very panicky ...we had informa- 
“tion at the time that the commun- 
ists had developed new 
techniques of brainwashing 
through-the use of ‘these : 
drugs...we were badly in need of 
research in the area, and to find 
out how the drugs affected hu- 
-mans we had to experiment on 
_bumans.” 
- Discounts probes ae 
‘Of the recently reopened ‘ine 
Gondaauions into the John F. ien- 
“nedy and Martin Luther King 
assassinations, Knoche said he 


acy 


ther, other than Lee Harvey Os- 
‘wald being under CIA 
observation in Mexico City where 
‘he visited the Cuban embassy. 
: Even with the reopened in- 
. vestigations, Knoche doubts “ei- | 
‘ther assassination will ever be 


i 
.“ solved to the satisfaction of the | 2 
_majority of the ee 
H 
| 


‘ people.” 

Pressed privately ‘about releva- 

» tons concerning former CIA oper- 
atives like Phillip Agee and: 

. Victor Marchetti, who have come |! 
out with books critical of the CIA 
and its operations, Knoche says, 
.“They’re out to make some money 
‘at it. We’re fair game.” 

Knoche has his own theories | 
concerning Agee, but offers them | 
only off the record, saying “I’m off : 
the record because I don't want to} j 
give him (Agee) wads nore 


204. 
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By Art Carey bee Ws | 


Wnaniror Staff Writes: 


When the news broke, it. stirred 


haunting visions of George Orwell's |. 


"HOSE 

Here was the CIA, bert on develop- 
ing the ultimate means of mind con- | 
trol, secretly passing out funds to re- | 
seachers so that, they could study | 
drugs, hypnosis, shock treatment and 


even magicians. | 


Among those whose work the CIA 
funded were several New Jersey sci- | 
entists “who, in the early ~1960s, con- | 
ducted LSD experiments on inmates | 
at the Bordentown Reformatory. 

For those with active imaginations, 
the disclosures of the last few weeks} 
have brought forth chilling scenarios. 

-— trench-coated CIA operatives ‘slip-: 

ping envelopes full of cash to nervous! 

scieritists in, dark parking lots; re- 
searchers lacing the food of unwitting 

prisoners with powerful doses of il- 

Nicit, mind blowing drugs. 

Great stuff for a.movie or TV 
drama, no doubt, but the reality of 
the experiments was: far less dra- | 
matic and sinister, according to those 
who worked on the project 1S years | 
ago at the New Jersey Bureau of Re- 
-search in: Neurology and Psychiatry. © 

First, the experiments. were con- 
ducted with scrupulous care and fol- 

- lowéd established and ethical proce- 
dures, they say. The subjects: wére 
all adult volunteers-who gave their 
informed consent, and the results. of 
the studies were published at the 

time in national scientific journals. . 

What’s more; the project was un- 
dertaken at afime when both LSD; 
and the CIA wére regarded as being! 
far more benign than they are today.) 
“ein “today's © post-Watergate-° cli- 
mate, everybody is paranoid about 

-everything,” ‘said Dr. Bernard ‘S: 

Aaronson, 53, a California psycholo- 

‘gist ‘who took part in the experi- 

ments. “But in those days, the CIA 
had a very good reputation. I don’t 
believe anybody at the Bureau of Re- 

“search was a CIA agent or was act- 
ing with any sort of improper BPIMY| 

ethical motives.” ° 

In fact, apparéntly only one scien-| 


. 


14 August 1977 


tist knew that the CIA was involved, . 
and that was’ Dr. Carl.C. Pfeiffer, 
‘then chief of the bureau's neurophar- 
macology section. ty” Aba ie 
It was Dr. Pfeiffer who conceived ° 
of the LSD project, sought researcn 
funds and invited colleagues in other 
scientific disciplines to collaborate. | 
Highly respected in his field, Dr. 
Pfeiffer is now director of the Brain 
Bio Center in Princeton. In a state- 
-ment released after the disclosures 
(he has‘ refused to be interviewed), | 
Dr. Pfeiffer labezed recent reports | 
about the experiments “a ‘witch | 
hunt” and insisted that the project 
met modern ethical standards. a 
This claim is confirmed by state of-: 
ficials ‘and by. Dr. Pfeiffer’s former | 
colleagues. From them, a picture of 
the project—its aims, scope and oper- 
ation—has emerged. And it is a pre 
ture far less lurid and iniquitous 
than the headlines and early news 
accounts may have suggested. 4 
At the time ‘of the experiments—* 
from 1962 to 1964—the Bureau of Re-: 
search, which closed in 1973, was in a | 
building on the grounds of the New : 
Jersey Neuropsychiatric Institute in | 
Stillman. Five days a week, inmates 


from the Bordentown. Reformatory 


reported to the institute for an exper- 
iment session for which they_were 
paid 50 cents. ae 


’- Sejentists at the bureau invited the 


jnraates to be subjects in an experi- 
ment involving LSD that, among 
other things, was aimed at exploring : 


-how the drug works and how it af- 


fects perception and behavior. 

After careful screening to weed out 
those with possible psychotic or vio- 
lent tendencies’, ages of 21 and 25 
were chosen, and each signed a cog: 
sent contract before participating. ~ . 
* The project was approved by three 


‘state agencies as well as the refor- | 
“matory’s board of managers. A re- 


port submitted to the State Depart- 


- ment of Corrections estimated that 


the project would cost $35,000 and 


“ avould be funded by the U.S. Public | 


Health Service and a number of pri- | 


te apencies. There was no mention. | 
d Repneeiease 2904/10/13 : CIA-ROPS 
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- Seer to, have suftered any ill effects 
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“There is 
indicate ar 
Corrections - 


fer’s secret — 
Utmost cure . 2 
‘Scientists who worked with Dr. 
Pieiffer say that he supervised the 
experiments with the utmost care 
and precision and thaf he took the 
drug himself 17 times." - ioe 
"Phere was no surreptitious admin- 
istration of drugs;.no one was slip- 
ping Mickeys into someone’s drink’? 
said Dr. Henry B. Murphree, 49, then 
assistant chief of the bureau’s neuro- 
pharmacology section and now acting 
chairman of the: psychiatry. depart-- 
ment at Rutgers University Medical 


School. ses otis 

“The LSD was given only after 
fully informed consent, and the sub- 
ject could drop out any-time he 
pleased, including in the middle of 


_ the experiment.’ : 


- With one exception—and even that ; 
is questionable—none of the subjects | 
from the LSD. “The doses were too 
minimal to have had any effect,” 
said Dr. Aaronson, who has written a - 
book on LSD. | wt te 


The one case in which LSD may< 
hhave emotionally damaged a subject | 
was-reported by Frances E. Cheek, } 
53, a sociologist who studied four of 
the inmates for the effects of the 
drug on: social ‘interaction. 


“One. inmate began to develop 
suspcions that his wife had taken a: 
lover and threatened -to break out | 
and murder her,”. she wrote Jater in : 
the Journal of Nervous and Mental i 
Diseases? 9 aes S$ 
’ But the drug produced favorable 
results. with another inmate, Dr.” 
Cheek said recently. Through LSD, | 
he envisioned himself killing someone ! 
at some future date. Apparently, the | 
experience was so frightening that he j 
‘abandoned a career as an armed rob- | 
ber,: “went straight” and became a 
responsible family man, she sald. ~ 
“LSD is avery powerful drug that ; 


cuts both ways,” said Ms. Cheek, ! 


dpa deem modi 
cation program at.the. Neuropsychia- 


tric Institute. “It can have both posi-| 
tive and negative effects.” — : 
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: 40 Me. Vernon Street 


BOSTON, MASSACHUSETTS 02108 ea 
Area Code 617 - 227-7990 A 


Executive Committee 


‘cHARD Warr 2s : 
Chairman Affitiated with the 
Counci. ow Forerew Hern IONS, INE. 


McLEAN GRIF?IN New Yours. Mux. 


JSERT Harpocn, Jr. 
WARD H. Lappy 

INERICH M. MacDocaary, 
ww R. Moor 

LARLES D. Post 


wrzp O, Hero | AG v 
Secretary November 3, 1975 


Mre William Colby 

Director 

Central Intelligence Agency 
McLean, VA 22101 


Dear Mr, Colby: 


ieiaaatriasan, 


We hope very much that the scheduled meeting here for 
you on 10 December will take place whether or not you are at 
that time in your present position. If your transportation and 
related expenses would not be covered by governmental sources 
we would find a way of covering them ourselves, 


~We will assume that our meeting with you 


a n is on, unless 
you inform us to the contrary. moe IRR es “ 


SAE Ge rE DR 


We look forward to seeing you here at 5:15 PeMe on 


! December 10, 
Cordially, 
i KE, = 
‘fred 0. Héro, Jr. 
AOH/ssg x. 
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Mr. Colby: 


: CIA-RDP88-01315R000100520001-9 


The Boston Committee on Foreign Relations gives you two choices for your 


visit with them. Their preference, 
the last flight back to Washington (at 8:43). 
permit you to catch the 8:43 flight back. 


They offer to pay for your hotel to stay over. 


at 7:00, arriving here at 8:17. 


STAT if ie to. fly you up, 
that night. a 


Will stay for dinner 
Will stay overnight 


— 


— 


P. S. They ask for title of your talk; if you agree, 


which includes dinner, results in your mis sing 


The alternate plan, omitting dinner, would 


There is a flight the next morning 


you could stay for the dinner and still come back 


ant stay for dinner 
WwW 


ould like Mr. Bing to fly me there __ 


[J 01 ot 751 


ll ask Mr. Thuermer to tell them 


STAT 


it is ''Foreign Intelligence for America." — 


aa mcrae age cee seen TITS AB eg gd Ss 


tenn ei er tt SOL ANN ne eT IEE ae 
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BOSTON COMMITTEE ON FOREIGN RELATIONS 


40 Mt. Vernon Street 
BOSTON, MASSACHUSETTS 02108 
Area Code 617 - 227-7990 


Executive Committee 


RicHarpD Wair 


Chairman Affiliated with the 
COUNCIL ON FoREIGN RELATIONS, INC. 
T. McLean GRIFFIN NEw York, N.Y. 


Rosert Haypocsk, JR. 

Epwarp H, Lapp 

Rieut Rev. Mser. FRANciIS J. LALLY 
Joan R. Moon 

CuaRLES D. Post 


ALFRED O. HERO 


Secretary October ay 1975 


Mre William E. Colby 
Director 


Central Intelligence Agency 
McLean, VA 72101 


Dear Mr. Colby: 


We were very pleased to learn from the Council on 
Foreign Relations that you will be able to meet with its 
Boston affiliate Thursday, 11 December, 1975. As you are 
undoubtedly aware, meetings of Council affiliates are entirely 
off—the-record; we have known of no breaches of this rule. 


Dean Edmund Gullion of the Fletcher School will serve 
as Chairman of this session. 


We would prefer a regulsr dinner meeting beginning with 
an informal reception at 5:15 peme here at 40 Mt. Vernon Street. 
The Chairman would open the substantive meeting promptly at 5:30, 
at which time you would lay out, in a half hour or so, the sub- 
stance to which you would like to devote the evening. Your pre- 
sentation would be followed by a comment or several cuestions 
posed in two or three minutes hy one of our members or a special- 
ly invited guest particularly interested in your subject. We 
would then adjourn for drinks end dinner, followed by discussion 
until 8:45. 


Another feasible alternative, should you need catch the 
last plane to Washington at 8:/,3 peme, would be to dispense with 
the dinner and thereby adjourn the meeting at roughly 7330. How 
ever we find that the informality over cocktails and dinner results 
in mutually more satisfactory exchanges of ideas and points of view, 
and therefore prefer, whenever possible, the first alternative. 
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Mr. William E. Colby 


October 2, 1975 
Page 2 


We would be pleased to make a reservation for you as 
our guest at the Parker House or another nearby hotel. 


If you have a particuler title for your subject, please 
send it on to use 


Cordially, y | 


Alfred @.° Héro, Jr 


/ 


i 


i 


AOH/ssg 


CC: Edmund Gullion 


STAT tc | frov7/75 
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22 July 1975 


MEMORANDUM FOR: Director of Central Intelligence 


SUBJECT : Speaking Engagement in Boston 
ee 
Mr. Bushner_of ork Counci Foreign Relations” 
says that t Sston Committee Cend a Ro Club;-as well) 
mustering de a persons, would’beNnore than 


delighted to have you ;speak in late Fall or Wister. 


Mr. Bushner is the man whom you met in New York. He 
also arranged for the! Foreign Relations date in San 
Francisco. : 


STAT 


Angus MacLean Thuermer 
Assistant to the Director 


mb 
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22 July 1975 


MEMORANDUM FOR: Director of Central Intelligence 


SUBJECT : Speaking Engagement in Boston 


Mr. Bushner of the New York Council on Foreign Relations 
says that the Boston Committee (and a Rotary Club, as well) 
mustering te about 200-250 persons, would be more than 
delighted to have you speak in late Fall or Winter. 


Mr. Bushner is the man whom you met in New York. lie 
also arranged for the Foreign Relations date in San 


Francisco. ; - 
Jel Lng Yagi se 
Angus MacLean Thuermer 
Assistant to the Director 
mb 


Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


he 


Nod ai 


ON PAGE MD 


By JIM MORSE”. 
~ Staff Writer -. 


"The feeling became a sensa of pain 
at the very top of my head. It was ice’ 
cold. It was like a pointed ‘icicle press- 
ing against my- Rei, And then the icicle 
melted, ae : 

, Dr. J. Sanboare Bockoven ‘of Lincoln, 
“describing: his reaction to. ESD | 


~ At about & a:m. ona day i in the early’ 
1930s, Dr. J. Sanbourne Bockoven swal- 
lowed a glass of water Jaced with LSD. . 
“He was participating -in an experi-_ 
ment at. Boston Psychopathic Hospital. 
He wasn’t sure the ‘glass of water had- 
LSD in it because the: experiments were 
run so that some participants got plain 
water, 

Neither did he know, he insists, that 
the experiments, which involved some - 
200 persons, including: ‘doctors, nurses, 
hospital attendants and students from 
area colleges, were being financed by | 
the CIA as Dart of a mind-control Proj- 
ect, wt 

* Dr. Bockoven: was ‘both: a researcher 
and subject of the experiments. Teday- 
he is a regional service administrator 
tor the Mass, Dept. of Mental, Health at 


aires, 


hai eae POP a ual cad + i HE. shpat eer, aed gt re 
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‘ Metropolitan State Hospital in Waltham. 


IN AN INTERVIEW. with The Herald 
American yesterday, Bockoven da-. 
. scribed. his LSD experience. 

“Te was either 1953 or 1954, and to 


put it mildly, it was an interesting day. 


“For the first half hour, there was no 


reaction at all. Then I began to get a 


Clue ..,. a faint feeling that was ‘un- 
comfortable. It was a buzzing, tingling” 
_ feeling in my fingers. It wasn’t ny imn- 


* agination.” 


It was then that he ‘felt the feidle 
against his head. Later he felt a pe 
stomach ache. . 

:“T found , myself saying, ‘Well, that’ s 


i enough of this.’ The feeling thawed out. 


IMfound myself rather charmed. It was 
fascinating. I felt a warm glow. I was 
in controt. 

“When the feeling of pain returned, I 
could think it away.’It was there. when I 
didn’t want it to be, but.it would go 
away when I wanted it to. I was begin- 
ning to sense enjoyment. 

“y recall looking at the tiled square 
floor. It seemed ta.tip. And the wall 
seemed to sail like the wind was bil= 
lowing it. All of this was rather enter+ 
taining. 3; 


"no. “But I. did Jearn’ about’ the- un- © 


: tant, but Insts as I was. epeut to make a. 


: talking to persons. who participated in . 


- ing. I almost grasped the meaning of 


: i 


bee ae ee ee rere ES 


““The 10 to 12 hours I “was under the 3 
effect of the drug did have its comical > 
side, but it’s something I wouldn't want 
to go through again. -. 


“DID I LOSE my self contiol? Heil, _ 


no, But I did Jearn about the un- | 
conscious part of my own mental proc-;; 
ess, . F Ete 


“T would’ think! ‘ot. something impor. 


The Herald American is interested in 


LSD experiments at. area institutions * 
during the 1950s. Anyone with such in- | 
formation should call Charlotte Hall, as- 
sistant Ene editor, at 426-3006, 
ext. 461. : : o 


note about it, the idea would leave me. 
This was both pleasing and disappoint- | 


the universe. 

- “But then I'd go blank; ‘with ‘no i 
thought. It was a serene, restful thing. 5 
‘But there was also a sense of uneasi- 
ness, fe : : 
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_ Researchers Say Students Were Among 200 Who Took LSD 
|. Tests Financed by CLA! 


By JOSEPH B. TREASTER 
Lyte Special to The New York Times 
WASHINGTON, Aug..7-—Students at 
Harvard University, . the Massachusetts 
Institute of Technology and Emerson Col- 
lege were among some 200 persons who 
received LSD in experiments secretly fi- 
nanced by the Central Intelligence Agen- 
cy at the Boston Psychopathic Hospital 


in the early 1950’s, researchers who! 


worked on the studies said today. 

The students, both young men and 
women, were Said to have seen paid $20 
each to drink a tall glass of water with 


the mind-altering drug added and then: 


for 10 to 12 hours to. participate in a 
serles of psychological tests. They had 
beertold they were getting LSD and that 
their reactions would vary... --. . 

Seme doctors, nurses and. attendants 
at the hospital, now known as the Massa- 
chusetts Mental Health Center, also 
server along with the students as volun- 
teer’ subjects in the experiments, which 
rang3d over four years and.were among 
some of the earliest ‘studies.of LSD in 
aa United States, the-researchers report- 
&] _ . : sf * 


The research was done under grants 
frora the Society for the Investigation of 
Human Ecology, a funding. mechanism 
created by the C.I.A. in a 25-year pr.oject 
to develop ways of manipulating human 
behavior. -, .- ab? odie. 
~ * Documents and Interviews 

The intelligence ‘agency’s sponsorship. 
of the work was uncovered by a team 
of New York Times reporters, sifting 
through more than 2,000:-agency docu- 
ments and. interviewing. dozens of past 
and -present-intelligence- officials and re- 
searchers avound the country.: . 
Among [the data...reviewed were 
newly disclosed. C.I.A. documents that 
discuss at length research.on “knock-out 
type agents.”. The documents: refer to 
ve {"? Funconscious producing] prob- 
Raat and .the-.“production: of’ voluntary 
dleep.” te ext e 

“There-exists within the agency,”-one 
2960 document says, “a ‘continuing re- 
tuirement “from the operations divisions 
or a substance or. substances. that will 
ender an individual or animal helpless 
znd immobile, either consciously or un- 
zonsciously,. until definite. contro] meas-. 
ares can be instituted. ~ “7: . : 

“The instances and situations where 
such an advantage can‘be utilized are 
oo numerous.to be mentioned.” —_- 
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For Studying Thiols Effects | 


Another document indicates that the| 
agency paid $100,000 in the fiscal year! 
1957 for 2 study that inchided an investi-- 
gation. of the ‘“‘curare-like effects of cer-j 
tain thiols,” or chemical compounds: 
analogous to the alcohols. j 

In 1956, other documents indicate, the! 
agency directed that 60 percent of one: 
$40,000 contract be deveted to studying: 
“the feasibility of utilizing aerosols: as; 
@ delivery system for the various. psycho-; 
chemicals” such as LSD. In the end, the} 
‘C.LA. decided that spray cans of LSD} 
* would not make an effective weapon. 
Dr.. Max Rinkle, who initiated the LS 


research at the Boston Psychopathic Hos-| 


pital, died five years ago. But others who 
participated in. the work, including Dr. 
J.. Sanbourne Bockoven, now -a regional 
services administrater for the Massachu- 
setts Department of Mental Heaith, say 
they did not know that the intelligence 
agency was paying for their research and 
receiving theirreports. 

In. a Senate’ hearing last -week, Adm. 
Stansfield Turner, Director of Central In- 
telligence, said. that freshly uncovered 
financial records showed that 86 hospi- 
tals and academic institutions had done 
research under the agency’s mind control| 
project, many of them apparently unwit-! 
tingly. So far, only a handful of them} 
have been publicly identified. | 
_ At the hearing. Senator .Edward M.j 
1 Kennedy, -Democrat of Massachusetts, } 
| urged Admiral ‘Turner to notify -officiais 
‘cf the hospitals and- universities, involved | 
that their institutions had done research } 
for the C.LA.-Adimiral’ Turner said that} 
he would consider-doing so. but .that_ { 
‘he was “torn”. by thé question. “722.7: 
i ““Pve tried ‘to put myself in. the posi- 
‘tion of ‘the presidént of one- of. those 
_ universities,” he said. “If he was witting, 
he has access.to.al! this information. If 
he was not ‘witting, I wonder if. the 


| process of informing him might put his | 
| institution in: more jeopardy than Jetting | 


[him go on as: now.” .i- 0. fe", 
Apparently like much of the work the 
C.LA. paid for; the LSD research: at Bos- 


ton was conceived by.a.doctor who. then 


went looking for financial. support. 

Dr. Bockoverr said he and the’ others 
had studied the psychochemical.as a pos- 
sible tool for treating schizophrenia. .As 
pioneers with LSD, ‘they had documented 
some of the basic reactions and provided 
the C.LA. with-raw material.for use in 
evaluating a substance. the - agency 
thought might be useful as a weapon. 
h: After the-LSD study in Boston; -which 
Lran from 1952 to early 1957,‘ according 


| to Kyio Morimoto,-a sociologist:who was 
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part of the research team and is now as- | 
sociate director of the Burcau of Study: 
Counseling at Harvard, some of the in-{ 
vestigators moved 23.4 group to- Buties | 
Hospital, a private psychiatric facility in 
Providence, R. L , a 

‘ . With Alcohol and Tranquilizer | 

At Butler, among other things, the re- 

search team conducted an experiment on 
staff members with alcohol and the tran- 
quilizer..chlorapromazine that was also 
financed by the C.1A’s Society for the. 
Investigation of Human Ecology. . .: 
. For years, the documents indicate, the 
agency tried to find ways in which agents. 
could drink large amounts -of alcohol 
without getting drunk ance to produce 
with a pill that could make a drunken 
agent sober, -7 0-0 ; 

Dr. Bockoven said he considered the 
LSD work at the Boston Psychopathic 
Hospital to have been “‘a model .of superb, 
excellent research.” - 7 hoe te 

He said the students and staff members 
who participated had been explicitly re- 
cruited as test subjects, had been told 
they would receive LSD and that Teac- 
tions varied greatly. among individuals 
from “pleasant” to “unpleasant.” = ~_. { 
= Mr. Morimoto said “a couple of people” 
had gone into psychotherapy as a result 
of having participated in the experiments. 
‘But Dr. Bockoven:said-he did not recall 
anyone who had suffered any untoward. 
consequences from the LSD. ~. Beware! 
“ He said test- subjects -were interviewed | 
a -week or a°*month!’—he-~wasn’t--sure. 

hich——after. the experiments. But: as: ind 
the other. experiments with LSD and a: 
wide .range -of. psychiatric’ “and -pseudo- 
psychiatric techniques under™ C.LA. spon=3 
sorship, -there was :no - follow-up: : to 
determine whether complications had de: 


pveloped= so:sinaz 2 g8 Saar MS EB 
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30 August 1976 


Mr. Kevin Anderson 


Dear Kevin, 


Attached as we promised is a photograph from 
your meeting with Mr. Bush, as well as some speeches 
that I thought you might find interesting. 


It was really a pleasure meeting with you and I 
hope you found your visit to the Agency interesting 
and fun. 


Sincerely, 


ice 0 
Assistant to the Director 


mb 
Encs. 
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July 1, 1976 


MEMORANDUM FOR: Director of Central Intelligence 


FROM : Andrew T. Falkiewicz 
Assistant to the Director 


SUBJECT » Meeting with Boys and Girls Nation 


Recommend that you or Hank Knoche spend a4 few 
minutes on the afternoon of August 3 with the representa- 
tive from Boys and Girls Nation. If you agree, we will 
arrange for a photographer to get some pictures of you. 


ere squire the representative for a 
brief tour oO: e building. 
SIGNED 


Andrew T. Falkiewicz 
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AMERICAN LEGION AUXILIARY 


WASHINGTON OFFICE - 1608 K STREET, N. W. - WASHINGTON, D. c.— 20006 
(202) 393-4811 ee 


July 28, 1976 


The Honorable George Bush, Director 
Centeal Intelligence Agency 
Washington, D.C. 20505 


Dear Mr. Bush: 


Today the Bicentennial Joint Session of Boys Nation/Girls Nation 
held its Election of Officers and the victors have appointed its 
administrative officials. This enables us to give you the name 
of the young person appointed to your counterpart office at Boys 
and Girls Nation this year. That is: 


\ 
: 
KEVIN G. ANDERSON | 


Enclosed is a biography for conversational background information 
preparatory to your proteges appointment to visit your office on : 
Tuesday, August 3, 1976. 


We appreciate the plans you have made for receiving this young 
person and thus helping to make this training in the processes of 
federal government 4 memorable experience for each of its partici- 


pants. 
Sincerely , 
MRS. re M. SCHANEL 
, National President 
LS/xrms 


Enclosure - 1 
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July 1, 1976 


MEMORANDUM FOR: Director of Central Intelligence 


FROM - Andrew T. Falkiewicz 
Assistant to the Director 


SUBJECT : Meeting with Boys and Girls Nation 


Recommend that you of Hank Knoche spend a few 
minutes on the afternoon of August 3 with the representa- 
tive from Boys and Girls Nation. If you agree, We will 
arrange for a photographer to get some pictures of you. 


STAT 
pa squire the representative for a 
brief tour 0 e building. 
STAT 
Andrew T. Falkiewicz 
Eeea 
Ze. 270073 
Have scheduled the Director to meet at 2:00 p.m. on August 3rd 
with the representative of the above group. They will gent. 7 
name and bio information around the 28th of July. Will forward 
you a copy of same as soon as we © 
STAT 


wei 1976 


A 
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AMERICAN LEGION AUX TLIARY 


WASHINGTON OFFICE - 1608 K STREET, N. W. > WASHINGTON, D. C.— 20006 
(202) 393-4811 


June 24, 1976 


The Honorable George H. Bush, Director 
Central Intelligence Agency 
Washington, D.C. 20505 


Deat Mr. Bush: 


Among the 297 young men and women who will participate in the Bicentennial 
Joint Session of Boys Nation and Girls Nation this summer will be one appointed 
to an office comparable to yours in federal government. On behalf of The American 
Legion's National Commander, Harry G. Wiles, and myself, I am writing to ask if, 
as a climax to this program, you would be willing to receive this young person 
for a few minutes on Tuesday afternoon, August 3rd, and then perhaps assign a 
member of your staff to show him or her around your headquarters and explain how 
some of the more important and interesting of its functions are carried out. Our 
objective is to make this a "living experience" in the processes of federal govern- 
ment and your contribution could be a truly memorable experience for your counter- 
part. 


In a program of this complexity, I regret that we are unable to offer you a 
choice of dates for this appointment, but we can offer you a choice of hours. 
For example, we can deliver your counterpart to you at 2:00 p.m., or at 2:30 p-m., 
or at 3:00 p.m., whichever best suits your schedule. In the event that you simply 
cannot be available that afternoon, then we ask that you appoint a personal repre- 
sentative to act in your behalf. 


I have asked my secretary, Mrs. Rita Schneiders at this address, to provide 
you with the name, address and short biography of your counterpart as soon as the 
Boys/Girls Nation election is held and appointments are completed in the week 
preceding the date of this office visit. I thank you in advance for your help and 
interest and would be glad to hear from you at your earliest convenience. A brief 
fact sheet and history of this program is enclosed for your complete information 


and files. 
Sincerely, | 
MRS. ALAN M. SCHANEL 
National President 
LS/rms 


Enclosure - Fact Sheet 
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AMERICAN LEGION AUXILIARY 
BOYS AND GIRLS _ NATION 


In observance of the nation's Bicentennial Celebration, The American Legion and 
the American Legion Auxiliary have pooled resources to present, in 1976, the first 
Joint Session of Boys Nation and Girls Nation. Larger than any in the past, this 
session will bring citizenship training in the processes of federal government to 297 
high school juniors and seniors (147 boys and 150 girls) composed of one "Senator" 
and two "Representatives" from each Boys or Girls State held earlier this summer. 
Convening on the campus of The American University as in the past, this Bicentennial 
Session will be lengthened from the usual week to 18 days (July 21 to August 7) and 
will include field trips to Annapolis, Colonial Williamsburg, Philadelphia and Valley 
Forge. Five years of planning and one quarter million dollars have been invested in 
this program by the two national organizations. 


Delegates to Boys State and Girls State are chosen, with the help of high school 
principals, for qualities of potential leadership, to represent their schools in ses- 
sions held each June or July in state capitals or on centrally located campuses in 
each of the 50 states and in the District of Columbia. There they set up their own 
city, county and state governments and learn to operate them according to the rules 
and procedures set by actual state and local law. They learn by “doing it". Each 
session selects its own Congressional Delegations and approves them with proposed bills 
to be enacted at Boys and Girls Nation. 


This year the delegations will convene on the campus of The American University as 
a miniature Congress, complete with a Senate and a House of Representatives. Through 
committee action and twelve Congressional Sessions, they will deal with this proposed 
legislation. 


Once their legislative sessions are launched, they will organize their political 
parties called the "Federalists" and the "Nationalists", stage national conventions 
for the adoption of platforms and selection of candidates. They will be climaxed with 
campaigns and finally an election and inauguration. 


The winning candidates will then form their administration with each citizen ap- 
pointed to some office in the executive or judicial branches of government. These 
exercises will be illustrated with field trips to the actual sites of government acti- 
vity including orientation briefings at the White House, the Departments of State and 
Defense and on Capitol Hill. Guest speakers also will address them on campus. Finally 
each "official" will have the opportunity to visit the office of his or her own actual 
counterpart in the federal government. 


Throughout the coming year, these youthful citizens will share with their school- 
mates, families and friends what they have learned at Boys or Girls State and in their 
1976 Bicentennial Joint Session of Boys and Girls Nation. 
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BRIEF HISTORY OF BOYS AND GIRLS NATION 


Back in the depression ridden days of the early 1930's, The American 
Legion grew concerned over public statements to the effect that Democracy 
was "on the skids". How, it wondered, could America train its young people 
in the processes of self government as effectively as Fascist Italy and 
Nazi Germany seemed to be training their youth in the promulgation of total- 
itarian forms of government? Deciding that the best way to learn something 
was by practicing it, American Legionnaires in Illinois began, in 1935, to 
gather teenage representatives of high schools together for a few days each 
summer in a citizenship training program on the processes of city, county 
and state government. They called this program "Boys State". 


As this program succeeded and spread throughout the United States, the 
American Legion Auxiliary began providing similar opportunities for girls 
of high school age. Thus "Girls State" was founded. The first Girls States 
were conducted in 1938 and since 1948 have been a regular part of the Auxiliary's 
better citizenship program. In 1976, Girls State sessions are being held in 
each of the 50 states as well as in the District of Columbia. Boys State is 
held in all of these except Hawaii. 


Boys Nation, an equivalent exercise in the processes of FEDERAL government, 
was founded in 1946, Girls Nation in 1947. Convening in the nation's capital 
in late July or early August, each is peopled by two "Senators" from each of 
the Boys or Girls State programs held earlier in the summer. 


Boys and Girls State are staffed by Legionnaires and American Legion Auxiliary 
members who volunteer their time and effort to these enterprises. The administra- 
tive costs are defrayed by their Department (state) organizations. All costs for 
Boys and Girls Nation, including national transportation, are financed by The 
American Legion and American Legion Auxiliary national organizations. 


Delegates to Boys and Girls State are selected with the help of high school 
principals on the basis of potential leadership qualities. Most are between their 
Junior and Senior years in high school. Through these programs, it is estimated 
that each summer The American Legion and its Auxiliary are adding 28,000 boys 
and 19,000 girls trained in the processes of government to a group that by the 
end of 1975 totaled well over one million. 


04 pare: ae ce nF 
Both poy hte’ afid rf nation have received top Americana Awards from 
the Freedoms Foundation at Valley Forge. The National Association of Secondary 
School Principals pid cen. 3 both programs on its Advisory Lists of National 
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For recommendation to DCI. Background re 
last year's meeting with former DCI Colby is 
attached. 
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Executive Recistty 
% ts WasHINGTON, D.C. 20 i 


STAT 


14 October 1975 


STAT 


~ 


Your letter to Mr. Colby has been referred to me 
since I am responsible for the Agency's Summer Intern 
Program. 


I have enclosed. a flyer on our program and a set of 
application forms. You will note that one of the require- 
ments is that you must have finished your senior year and 
be committed to graduate school in the fall following the 
Internship. If this applies to you, please complete the 

. application forms and return them to me aS soon a5 possi- 
bie but no later then 1 January 1976. : 


We appreciate your interest in the Agency and our 
program and thank you for the time and effort you took : 
to write. us. , 


Sincerely yours, . 


“STAT 


Coordinator ror 
Cooperative Programs 


Enclosures: 


(pycantem moearty Eos 
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STAT 
September 3 
Mr. William Colby 
Director ao 
Central Intelligence Agency 
Washington, D.C. 
Dear Mr. Colby: 
I wanted to drop you a note to let you know I haven't: 
forgotten you and to thank you both for my most pleasant 
visit at the CIA and for the lovely pictures taken while 
I was there. They will contribute to making my week at 
Girls' Nation a memorable one. You may be pleased ta know 
that one of the photos will soon be hanging in. our..city Nee tektde. jit) 2A ate 


hall here. 


Also, could you please take a minute and send me same 
information concerning the job of interning we spoke about 
this past summer. “My graduation will be this dune and I 

an sincerely interested in the possibility of working there. 
Maybe you could tell me what my chances are, etc. There is 
an enormous possibility that you will get 4 visit from me 
and maybe we can talk then. 


Once again thank you for your time and consideration. Please 
STAT extend my greetings to Mr. Thuermer. 


Girls ation 
Director of the CIA 
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’ WASHINGTON OFFICE - 1608 K STREET, N. Ww. - WASHINGTON, B. C.— 20006 
(202) 393-4811 © 


July 31, 1975 


MEMORANDUM FROM: 1975 Girls Nation 


in the interest of time, we are taking this means of thanking you for your 
invaluable help in making the 29th Girls Nation, our annual youth citizenship 
training course in the processes of federal government, a marked success. 


During its week in Washington, July. 12th to 19th, Girls Nation convened as 4 
Senate, with two "Senators" from each of 50 Girls State sessions held earlier 
in the summer. Then it progressed through conventions of the ‘Federal ists" 
and "Ilationalists'' parties to a spirited campaign which the Eederalists’? won. 
Installed as Girls Nation President was Miss Alma Washburn of Greensbcro, North 
Carolina. Presiding over the Senate as Girls Nation Vice President was Miss 
Lindy Delaney of Brea, California. 


In addition to their exercises in legislation (63 bills were presented of 
which twenty reached the final stage of enactment) and in judicial proceedings, 
the girls received appointments to the enclosed list of administrative offices | 
and each made a personal visit to the office of her actual counterpart in 
government. 


All were deeply impressed by the numbers of dedicated federal officers who 
were willing to take time from their busy schedules to help make this a ‘'a living 
experience in government'’. To their gratitude can be added the warm personal 
thanks of the American Legion Auxiliary's National President, Mrs. Maurice Kubby 
of tts Girls Nation Director, Mrs. John J. Roethel, and every member of the Girls 
Nation staff. : 


- Each Girls Nation Delegate now has returned to her home community where, as _ 
a high school senior during the coming year, she will be sharing what she learned 
with her schoolmates, her neighbors and organizations throughout her state. She 
thus joins 540,866 to whom the American Legion Auxiliary has given experience thus: 
far through the Girls State-Girls Nation prosram. We are proud of their accomptish= 


ments. We hope that you are too. WA 
: 7 
f- ~M 


2 VEL BL 
4 : 
LAYTON HURST (Mr.) 
Program Coordinator 
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26 July 1975 


STAT 


It was a great pleasure to have you visit us here 
and te give you a glimpse of the job you undertook in 
Girls Nation. I attach a copy of the photographs we 
took at the time and hope that the other material gives 

_ you the answers you need about CIA. We were most. 
impressed with your poise, queations and interest,—_ 


plus, of course, your exceptional record at school.— = 
Perhaps we will hear from you again some day after” 
you finish your education. ea 
Best regards. a 4 Me eid = ace 
Sincerely, 
/s/ 
WwW. E. Colby 
Director 
WEC:blp 
Distribution: 


Original - Addressee 

1 - Assistant to the Director 
1-ER 

1 - DCI 


(four photos attached; one photo had inscription: 'From one 
_ CIA Director to another, with best wishes - W.E. Colby 18 July 75' 
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“AMERICAN 


WASHINGTON: OFFICE - 


“The Honorable William E. Colby 
Director of Central Intelligence 
Washington, D.C. 20505 


Dear Mr. Colby: 


pursuant to our letter © 
session of Girls Nation, our you 
cesses of Federal Government, 
July 12 to 19, 1975. 


This is 


As we wrote you in our first letter, 
11 have the opportunity to visit 
who holds the office comparable to the one 
This would give her an invaluable insight into the 7 4 


citizen wi 


by Girls Nation. 
Executive function of government 


the girl appointed to this position 
disposal. 
have an opportunity to visit your of fice- 


in the short time at our 


The hour of 2:00 p.m., Friday, July 18 
call on her counterpart. 
protegee personally at that ‘time? 

then perhaps you could assign a 


young ladies to pay 4 
your young 


to meet with you briefly, 


her around your office and answer her questions. 


receive her in person, could you 
in your behalf? 
that person. 


Programming i 
advance details 
July 16, 
provide you wi 


As in former years.» 


Government. 


1K/ 
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1974 Girls Nation an exciting "N1iving experience” 
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june 26, 1975 


nforming you that the 29th annual 


be held.at The American University from 


it is hoped that each Girls Nation | 
with the person in government 


and it will be a personal challenge to | oo 
to learn as much about it as possible» 
In that aim, } am hopeful that she may 


set aside for each of our 
Could you possibly receive 

it would. be meaningful for her 
staff member to sha 
1f you will not be free to 
please designate a representative to see her 
will need the name and office number of . 


has been 


Mrs. Rita Schneiders of this office. For 

393-4811, , 62 or 63. By Wednesday» 
i Tuesday) she will be able to 

Girls Nation Counterpart. 


d you can give us in making 
in the processes of American 


Sincerely» 


MRS. MAURICE K BY 
National President 


ay 
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ERICAN LEGION AUXILIARY 


WASHINGTON OFFICE - 1608 K STREET, N. W. »- WASHINGTON, D. ‘¢.— 20006 
: EXecutive 3-4811 


May 29, 1975 


he Honorable William E. Colby, Di 

The : irect 

‘Central Intelligence Agency ' 

Washington, D. C. 20505 

ear Mr. Colby: 

Girls Nation, our annual youth training course in the processes of 


« Federal Government, will be held at The American University from 
July 12 to 19, 1975. 22 


These 100 high school junfors will convene as a minfature U.S. Senate. 

After they have mastered the procedures of the Senate, they will hold 

_ party conventions, campaigns and an-election, and the winning party 

will form an administration In which there will be an office comparable 

“ to yours. The girl who holds this office will want to learn its primary 
 £unetions as well as possible In the limited time available. {t's our 


challenge to help her. 


Before we print the official list of counterparts in the Girls Nation 
Handbook, we would like to be certain that we have all names, offices, 
titles and addresses in the correct form. {tf the inside address of 
this letter Is in any way incorrect, would you please Tet us know as 


* soon as possible. 
Your cooperation in this endeavor will be greatly appreciated. 


Sincerely, 


MRS. MAURICE KUBBY:- 33 . 
National President : 


| Picanenm peRineney on | | 


Enclosure: Girls Nation Fact Sheet 
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By Lawrence Meyer 

Wasaington Post Staff Writer . : : 

4° An Alexandria “electronics” firm at: 
- tempted to sell an official of the Drug 
‘Enforcement Administration “assassina- - 
.. tion devices” designed to carry explosives 

-.. in such unlikely places as ‘a telephone 
handset, a cigarette pack or a flashlight. 


-*" The official, Lucien Conein, had gone 
zr to the firm last spring to inspect elec- 

‘, tronic surveillance equipment that DEA 
~. wanted to purchase, according. to an 
ae agency spokesman, Robert H. Feldkamp. 

“Conein and a second DEA official, Cyril . 

‘Frank, also observed a demonstration .. 


" buy any of it, according te Feldkamp. 


ivs A catalogue of equipment apparently 

™- sold by the company, B. R. Fox, describes 

“t~ several devices designed to carry ex- 

‘plosives triggered by time, movement, - - 

++ mechanical pressures, light, or audio 

~ mechanisms. ‘ 

The catalogue states, “The devicds have 

‘- been designed and manufactured for sale 

., ‘to authorized “agencies of the United 

_ States government,- specifically intended 

for application outside of this country... 

~ The information contained herein is 
-" classified by the manufacturer for U.S. 
“~ government use only. The handling and 

i” storage of this material should be done 

so mindful of its sensitive nature.” 

' Feldkamp said that Conein and Frank 
-’ observed a demoristration of “several” 

“ devices although Feldkamp said he did . 
~not know which devices they saw. Conein, 

‘- a former employee of the Central Intelli- 

- gence Agency, is acting chief of special 

". operations and field support for the DEA’s 
* office of intelligence. Feldkamp said that 

“+ Conein’s office is the operational arm of 

- the intelligence division and devises ways 

to penetrate illegal drug operations. 
Conein was not available for comment. 

-. Feldkamp said that Frank “said emphati- 

~- gally that the demonstration was not re - 
quested.” 

-'*  Conein’s reaction to the demonstration, 

' Feldkamp said, was, “‘Very interesting. 
However, that’s not why I'm here.’” Asked 

~"- why the demonstration was made by the 

- salesman, whom Feldkamp said he could 

~ not identify, Feldkamp replied, “Like any 
good salesman, the guy was trying to 

. make a-.sale. He was told DEA has not, 

= will not, does not purchase that HE of 

- equipment.” 

2 The DEA did buy “a hundred bucks 
worth” of electronics surveillance ecuip- 
ment, which Feldkamp said is “frequently 
used [by the DEA] under court order.” 

- Asked why Conein watched the demon- 

stration, Feldkamp said, “Youwd probably 

do the same thing out of curiosity or what- 
ever,” 

Conein, a longtime emplovee of the CIA, 
left the agency in 1968 and jnined the 
Bureau of Narcotics and Dangerous Drugs, 
DEA’s predecessor, as 
June, 1972, according to Feldkamp, <Ac- 
cording to testimony during the Senate 
Watergate committee hearings. Watergate 


W aS UGicorcd 
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“Explosive 


, _ to use Conein as part of an effort to dis- 
‘ eredit Daniel Ellsberg publicly. 


‘ Conein was still at the CIA. 


demonstration of the equipment to any- 
one at the DEA. Weicker said he told 
‘DEA Administrator John-R. Bartels about 


, .0f the explosive equipment but did not... 


"it strange... Bugging equipment can be 
“ used legally. There’s no way this eaulp- 
ment can be used legally.” 


. the purview of DEA as a narcotics agency” 


‘Mitchell WerBell III, a Georgia arma- 
- ments dealer, states that equipment in an 


. could see it. 


-Morrissey could not get along. She said : 


_ about the firm’s business. 
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Devices 


According. to Sen. Lowell P. Weicker 
Jr. (R-Conn.), who released information 
about the incident, Conein speculated 
that the Fox firm may have thought that 


_.Conein apparently did not report the 


the matter on Monday and Bartels “was. 
as shocked and aghast as’ most people 
would be.” Weicker commented, “Things 
have come to.a pretty sorry pass when 
people start peddling this stuff to law 
enforcement agencies and nobody thinks 


Feldkamp said “it wouldn’t be ‘within’ 


to review the legality of the pepinetts 
equipment. 


A cover memo dated sine 10, 1974, writ- 
ten on’ B.R. Fox stationery by a person 


Weicker identified as Mike Morrissey to 
- RRS Scere Te _ ae ee 


accompanying catalogue of explosive 
equipment “was demonstrated to Lou in 
this office about three weeks ago . a 


I bring this to your attention in case yous iss Sil Kanes SunRRA 

have not yet seen the material. It is ai | aS 

listing of equipment that is available and! Cubs See hing o\- ; 
- 


LANDSLIDE IN CANADA—This is all that r 
mains of a street in Asbestos, a mining tow 


planned for Lcu up here.” 


WerBell, who said he made and ae 
silent automatic weapons to foreign 
countries with the approval of the federal 
government, said he had never seen 
Morrissey's memo because a former em- 
ployee had intercepted it before WerBell 


ess International 
filling to release an 

WerBell said that he had talked yester- | , alleged CU agent in exchange! 
day to both Morrissey and Conein. Conein, ; ‘for a woman who has been in: 
WerBell said, told him the equipment had an American jail for 25 years! 
never actually been made. “Lou’s not in lafter taking part in a shooting | 
the assassination business and neither am ,Spree by Pherto Rican nation-| 
I,” WerBell said. ‘alists in (Congress, officials: 
| said yesterfay. | 


Morrissey could not be reached for | So far, |the officials said, 
comment, there is nb indication as to 
Barbara Fox Spindel, whose home ad- |how the administration will 
dress is listed as the address for B.R, Fox |Tespond tojthe ofter by Cuban 
Laboratories, said in a telephone interview | Premier Fidel Castro. 
last night that she had served as president Castro's offer was _inter- 
of the company, founded by her late hus- ; preted a3 q deliberate effart to’ 
band, but that she had disassociated her- |ingratiate himself with Puerto 
self from it last March because she and | Rican natipnalists, who are op. | 
: posed to ¢ontinued U.S. pos-} 
: session of the island. 
The woman, Lucinda Le 


; ; : . ibron, $3,/ was one af four: 
Mrs. Spindel said that B. R. Fox is no i Puerto Ridan nationalists who’ 


longer functioning, that she knew nothing : fired pis tols at random from a. 
about the explosive devices and that she ' ; spectators’ gare in. the: 
had never seen the catalogue describing | ee in March, 193 i 
therm, “We never made explosive devices,” | The alleged CIA : oer Ca3-! 


Mrs. Spindel said. “We were making sur- (tro is cffering to ones for her! 


oy 


UM SRT AP Te eter, pairs er ree 
ie when eae, als See de Li 


2 Ihre cement 
Ne cage “awe 


ey! 


Morrissey withheld information from her : 


ANeTR, Mere res 


1 


hah toa ava 


eral calls from reporters about the cata- j 1960s. He was arrested in 1963, 
logue. “I don't even know what you people 'was convicted of 3 nionazel 
gare talkine ahout That's the worst rart (add ease clean a Of senso eee ed 


Fy pene eee ep ene 
aes ok ie 
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Braniff Chief Loses 
Deregulation Fears 


" . f 
By Thomas Love r 
Washington Star Staff Writer | 


Braniff President Russell. Thayer 
was worried last year that-under 
' deregulation his relatively small 

company would be swamped by the 

giants in the industry. a Bs 
ile needn't have worried. 
Then Braniff was the nation’s ninth 
. largest airline. Now it's the sixth. 
’ Then Braniff flew 38,000 route miles. 
~ Now it flies 61,000. Then it was flying 


* at an annual rate of 9 million passen- e 


gers. Now it’s 12 million... 
_ “We were afaid the big man in bar. 
room would win the fight,” he ex- 
. plained. “United. is enormous — 


Nee 


> many, many-times bigger than Bra- |} 

niff. They have more mechanics on 

Strike that we have total employees in 

. our worldwidesystem. =~ 99°) 
“We were: pleasantly surprised 

when they only took one city pair 

when they were No;1 in line” to claim | 

* additional routes, hesaid,"" - . | 

He told the Aero Club here yester. |: 

_ day that he also feared there could be | 

re-regulation brought about by com- 

_ plaints from communities losing serv- 
ice, a 

_ Again, this doesn’t seem: to be 

‘ comingabout,hesaid.): | a 

> “BRANIFF ONLY withdrew from 
two cities which are now receiving 

better service from local carriers 

‘than (they did) from our larger 

. planes,” he said. - Be Se 


“Our fears (of deregulation) are | 


fading away,” the president of the na- |: 
" tion’s fastest growing airline added. . | 

‘Although the changes in Braniff | 
' really began only five months ago, on 


Dec. 15, when the airline moved into ; . 


its first new route under deregula- | 
tion, the seeds were planted about i 
eight years ago,” Thayer said. _ ea 


| fleet and reduced maintenanc 


While most airlines were switching 


23 MAY 1979 
e 20 4119/13 : CIA-RDP88- 
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Star 


to wide-bodied jets, Braniff decided to : 
stick with Boeing 727s. “With our hub- ; 


and-spoke route structure, we did not : 


have the concentration for wide- 
bodies,” he said. ‘So we decided to 
simplify our fleet with only one type 
of plane in the 48 states. We're the 
only airline with just onetype.” 
The results were even better than 
predicted, “especially in utilization 
and efficiency of our most expensive 


-assets — our flight crews. Flying one 
type of airplane allowed us to get full’ 


utilization with minimal crew down- 
time. Any crew can take any flight 
from any place to anywhere. — 

The company bought about 10 new 


| planes a year, selling five to seven-of 


the older ones, which modernized the 


pense. 


“This set the stage for us to be able 


to take advantage of deregulation,” 


‘Thayer said. ae 
The company’s route structure was 


based on the three central hub cities 


of Kansas City, Dallas-Fort Worth and 


Houston. 


“All of the routes we have picked - 
up.under deregulation had been . 
{sT would jump.on an airplane and go 
Tight across the channel and get the 


applied. for previously,” he said. “We 
were. able to telescope 20 years of 
growth into the early spring of 1979,” : 


The needed additional plane’ “were ©: 


€ ex: 


rather easy to come by,” Thayer said. ° 


“We increased utilization from 9 
hours 25 minutes to 10 hours.:30 


minutes a day — this gave us plus-14 


airplanes; we had 10-on order from 
2'2 or three years before as a part of 
our normal cycle (which) gave us 24; 
we leased three others, which gave us 
26 airplanes very quickly.”" %: 


Many people were worried about’ 


2 


“At the other extreme, in Reno, we 


started service in one afternoon from : 


a trailer. We received authority about } 


noon and were in operation by 5 
p.m.,” he continued. 

“One of most interesting fallouts of 
deregulation has been the reaction of 
our personnel,” he said. “It made all 
the difference. All our union con- 


tracts go to October 1981. For the sec- ! 


| 
| 
| 


-ond time around, we have a no-strike * 


pilots’ contract.” 
which led to a “shift in peoples’ feel- 


try and a union to being members of a 
company. And (they. felt) whether the 
company was successful or failed was 
‘largely up to what they did.” . : 

-. . Perhaps the most-noticed move Bra- 
niff has made lately. was Starting 
Concorde service between Dulles 

International Airport and Dallas-Fort 
Worth. - a 


said. “We had been working on Con- 


have achieved it if we hadn't tried to 
achieve both parts at some time — the 
British and French. It’s still a ques- 
tion mark whether I could have 
brought either to final negotiations 
unless the other was involved. 
- Ayear and half ago, he said, he was 
sitting at Heathrow Airport in London 
.with the managing director of British 
Airways, trying to get the agreement. 
'; “He said it was too new a departure 
and he couldn’t possibly sign: it,’ 
Thayer recalls. “He looked at me and 
asked what I planned to do next, I said 


#Frenchtosign™” 2 0 ae 
““Do you think they will?’ he asked. 
. Having never met with them, I said, 
“Yes, I’m sure they will.’ He said, ‘Give 
“me the paper. I'll sign it now,” 

* Braniff continues the Air France 
and British Airways flights from Vir- 
-ginia to Texas and back again with its 


opty crews, changing the nationality 


finding ground facilities, Thayer said, : 


but this turned out to be-no problem.:.:!! 


At Kansas City, for instance, Braniff 


and northeast operation from there. 
We also had good facilities in 
ton. Timing was very important. In 


Philadelphia, we moved in when Na- . 


tional was pulling out (and ended 
with) two adjacent center middle 


' gates. . .-. : ot HY Se Vint ss 


ous: 


letter on the: registration number 


with 


a_CIA-dev t 
| which can withstand the het is \ 


Supersonic flight. =... : 
The agreement has been highly 


| profitable, Thayer said. They have 


> 


already:-had 12 gates, “so it was an easy. been operating with a 70 percent load 


operation to pick up. the Ohio Valley; 


‘factor, when the company 


could be 
Making money at 50 percent. = 


One interesting sideline to the Con» 


corde situation, he said, is that Cus- 


: toms was charging the company with 


He credits this to deregulation, ! 


ings from being members of an indus- | 


’ “Tt wasn’t all that easy,” Thayer ‘ 


corde 2% years, I doubt if we could | 


i 
q 
4 
} 
i 
| 
i 
4 


4 


»a$3 million import each time a Con- © 


_ tion. ? 


exemption and legislation is pending 
: to change the law, Thayer added. 
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The company. received a Customs © 
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ARTICLE APPESRED 


ON pagn Gk 


. for comment, But the Anglo-Iranian Oi! Co. was s one of tiie eeuP. ot i corets ran 


a : Good evening, Mr. Phelps. Here is your mission ‘should you “choose to geeeor 


-“Countercoup,” : written . by’ former Central Intelligence- Agency’ Operative 
:Kermit Roosevelt, g grandson of President Theodore Roosevelt: - 


‘toppled - the: regime of. Iranian.. Premier. Mohammed :} Mossadegh, who’ had‘ 


: “Roosevelt’ 3 mention of the secret activities of the pnele eta: Ou Co. British 
a -Petroleum’ ‘3s predecessor company. ett 


became BP, for all his references to M16. Holy G oekteD 


bookstores. Sea ERS aE Be, “hig tie 


THE NEW YORK DAILY NEWS 
8 November 1979 


tit. All the copies of a certain Spy thriller haye-seemingly self-destructed.. Where. 
did they go? What mysterious force has infiltrated the book stores of America? ~ 
The case was solved with.an emphatie “What's al-this*ere?” when none other: 
than the giant Britis Petroleum Co. confessed that. it-had indeed forced an 
“Americaa gublishing company to recall a- Spy poor et Hace’: ihe four which 
‘restored the Shan of Iran to power in 1953. - 2 
The McGraw-Hill! Book Co. confirmed that. it has. called Shacie ‘all copies: of 


‘In the tell-itall book, Rooseveit recounts the CIA-inspired countercoup- that; 


-nationalized .Iran’s.oit wells. Roosevelt, who-called the coup 4 joint British." 
_American-intelligence operation, was said to have slipped into Iran secretly and 
masterminded the coup—which left the shah: once: ‘again in complete contral oF 
the county -from a basement hiding place.~ 3+ 

‘ Whore the stleky viskeas lies. 


“But where the sticky wicket lies as far as the British oil firm i is concered i is. 


: : : ow) vend TES 
“As explained by McGraw-Hill, the CIA checked over Roosevelt's” inanuseript 
‘before it was published and asked that references.to the British intelligence unit 
‘called: MI 6. be deleted. The British apparently So ‘not even Banana the 
‘existence of such an organization... _ 2728tS5 
~. &0: Roosevelt.substituted the Anglo-Iranian: oil. Co, ‘whieh 28 years. “ago- 


A spokesman. for -McGraw-Hill. could not. ‘Say ‘why Roosevelt: chose to. 
‘substitute that specific oil company’s name and the author could not be reached 


oil companies that Mossadegh, nationalized:. - : att 


3Quite wrong and quire libelous’ nce og 


, ‘Our corpora a 2 lawyers, needless to say, got quite upset. ‘about this,” 3 said 
‘Charles Cook, a: London spokesman for BP. “It implied that we helped. organize | 
the coup, which is quite wrong and quite libelous,” 

:MeGraw-Hillagreed. and sent out a recall notice on Aug. 17. The. book had: 
been: sent ‘about. 80 - ‘reviewers and. several. pundred ad ge had Bone | to. 


Lo We've: gotten about’: 889 back,” ‘sald Donal “Rubin, ‘a -MeGraw Hl 
‘spokesman, - ne tes ce ose i 
The book will be revised by Roosevelt and the! 


mid-January redistribution date. Se ee ; 
- i We think the changes will ir improve! the aiality ot tthe book,” R 
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; sounds: like an Rep iDneRe cata gone hay- 


Me 


- an allegedly pro-Soviet regime. 


- was on sale late last week in some Washing: * 


“defective production and. errata.’ He says. 


songs! eevee) 


‘entire fiyst edition? And why would’a major*. 


ae such drastic action? a 


in planning Mideast coups. 


N PAGE 


The Coup A gainst . 
‘Gountercoup’: : How 
A Boor Disappeared. : 


The Seis Si of a Fight’ 
~ Involving Spies, Oil Firm - 
pn a New-York ewe 


wo 


“By Davip Towa rs a“ 

Ws tagy Reporter of THE Wali STREET JOURNAL. 
WASHINGTON—The plot—a. quarrel in- 
volving 3 major multinational oi) company, 
a gaggle of British and American spies, and 
a big New York book-publishing concern— - 


Wire, re we 

The intrigue. " surrounds . a book called 
“Countercoup,” written. by a- former Central. 
Intelligence Agency operative named Ker } 
mit Roosevelt. The book heroically recounts 
‘Roosevelt's adventres supervising a 
1953 coup in Iran. This countercoup, as Mr. 
Roosevelt calls it, had been organized by 
British and American intelligence to topple 


“Countercoup” was published in August ; 
by McGraw-Hill Book Co., a unit of Mc-’ 
Graw-Hill-Inc. Copies were in the hands of 
reviewers several months ago, and the book 


ton-area bookstores. : 
" But it wasn’t supposed to be on sale any- 
where; the entire first edition of 7,500-copies 
has been “scrapped,” according to Victor 
DeKeyserling, director of publicity for the 
McGraw-Hill book-publishing. coneern, Mr. 
DeKeyserling says he. sent telegrams to 
about 70 reviewers and to book distributors | 
informing them that the book had been with-. 
drawn, and would be destroyed, because of. 


a revised edition will. be “‘reiss 


PL ST SE 


What sort “of mistake could be so° al 
that, if would. cause a publisher to: recall ar. 


ea” “next, 
Kaley 


oil company put pressure on the apie to : 


Ir. Roosevelt's. Story. i 
sat story gets a. bit murky here, and we: 


must rely on the account that has been of- 
fered by Mr.. Roosevelt: to a-number of his. 
old CIA. friends. Mr.. 
firmed the basic detailsovsciqeern 


Roosevelt has.-con-- 


rad Teeny ‘4 
Tt seems. that in writing his. book,. Mr.: 
Roosevelt faced a-touchy problem in: de-. 
scribing the activities of: a British intelli-. 
gence unit—MI 6~-that doesn’t even like to: 
acknowledge its existence,-let alone its role: 


net Pore es 


PA Gproved For’ 
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"The CIA, to which Mr. Roosevelt submit- 
ted his manuscript for prepublication re~ 
view,‘ insisted that any direct references to- 
‘British intelligence would have to go. Mr. 


Roosevelt then decided to alter such passages . 


so that they referred, instead to Anglo-Iranian 
Oil Co., a predecessor of the multinational 
giant, British Petroleum Co. Ltd. (BP is 
51% owned by the British government and 
among other things, is the parent of srendand 
Oil Co. of Ohio, or Sohio.)) 9 

Sticky wicket for BP. Mr. Rooseveit’s ed- 
itorial change suggested either that BP’s 
predecessor had been providing cover for in- 
telligence operations in Iran or that it had 
miuintainted a covert action programm of its 
own. When BP executives iearned what was 
in the book, they raised what Mr: Roosevelt 


has described to friends as a “huge eae 


test. ve 


wrong” ad Maybe “Libelous”™ 

BP promptly. contacted. both Mr. Roose- 
“yelt and McGraw-Hill and. told: them that 
“statements in the book that Angto-Iranian 
had helped organize the coup were “wrong; 
inaccurate and thought to be libelous,”’ ac- 


¢ 


- cording to BP spokesman Rupert Hedges: 


McGraw-Hill, after doing some checking of 
its own, moved to recall the book, 


. Alas, BP’s indignant protest was a bit 
Jate. In August, some: books had arrived at 
bookstores, and a few booksellers promptly 
displayed them. A retired CIA official re- 
ports that ‘ta. whole stack of them’ could 
‘still be found last .week at a- bookstore in 
McLean, Va., only a few miles from the 
CIA's headquarters. : 
“Something went awry,’’ one former in- 
telligence officer observes. 

McGraw-Hill estimates that only 400 cope 
ies of Mr. Roosevelt's book actually got into 


the hands of bookstores and reviewers, arid. 


that 85% of these have been returned to the 
‘company since the recall notice went out 
Aug. 17. The recall hasn’t been publicized. 
And as for the copies that remain in Wash- 
ington-area bookstores, “if people ‘don’t 
‘want to‘return them, they-don’t have to,’? 


: Says Donald Rubin, director of public affairs ; 
‘for the parent McGraw-Hill Inc. 2° ove, 


‘ Before the last remaining’ copies of the 
‘first edition are snapped up, here’s a brief 
“summary of what Teaders-weren’ t supposed 
0 read: 

Mr. Roosevelt states, on page three, that 
“the original proposal for Ajax. (the code 
“name for the coup) came from the Anglo- 
‘Tranian Oi) Company {AIOC) after its expul- 


Pee eee ee ene 


ision-from Iran- nine months earlier.”, Odd, . 
perhaps: for an. oi! company ‘to propose: . 
“overthrowing _ @ foreign — Pe but 


a 


ree one * bade ee la a aes ete 
Mr. Roosevelt explains on page’ 107 “that - 
At -was in November 1952 that “the AIOC ap . 


STAT 


It seems the British oll magnates, led by 
‘someone named John Cochran, proposed to: | 
Mr. Roosevelt ‘nothing less than. the over- | 
throw of Mossadegh,”” who was at that time: | 
prime minister of Iran. Later that year, Mr. 
Roosevelt says.on pags 119, ‘‘the British—_| 
AlOC—journeyed to Washington... purely 
for .operational discussions.” Finally, on 
page 154, the- reader discovers that. ‘‘un-: 
knowingly,’ ALOC. and the CLA shared an- 
agent—we called him Rosenxrantz,..’ 


ee McGraw-Hill. officials won't discuss the: 
“revisions. that: are being made.in “Coun-: 
, tarcoup.”” “We. think the changes being 
made. in. the book will omy improve it 
. That's the long and sharr of it, * the comma 
. hy’s Mr. ‘Rubin says. - 
- Despite: gossip aronnd. ‘Washiastwon that: 
BP had. offered:at one puint to help nance: 
the: reissue of ‘‘Countercoup,’” both ir... 
Rubin of McGraw-Hill and: Mr. Hodges of . 
‘BP categorically deny that any such pro 
‘posal was made.“‘In no case is MeGraw-Hill 
going to. accept money directly or indirectly” | 
from any third party,” Mr, Rubin says. - 


Mr. Rubin also insists that there- hasn't. 
:been any ‘‘pressure"’ from the CIA or any- 
‘other U.S. agency. Nobody at McGraw-Hill | 
: has even. talked. with the CIA about the 
; book, he adds, ~ 

: At the CIA, apakesnian Herbert Heta ¢ con- 
; firms that there weren't any discussions | 
: with McGraw-Hill. The agency did object to 
- Mr. Roosevelt’s initial plan to mention Brit- 

_ish intelligence, he says, but.it didn’t sug: 

| gest the unfortunate choice of Anglo-Iranian . 
as a substitute, “We would normally take 
{ out references to activities with other intelli« 
gence services,”: Mr. Hetu says. ee 
nymity is part of the game’ = 

it’s all very embarrassing, . ‘of course: 
Tales of the “Countercoup” fiasco have been | 
making the rounds among CIA alumni for+ 
several weeks. One particularly embarrass-' 
‘ing miscue in the book js a photograph that’! 
supposedly” shows Iranians demonstrating:} 
during the 1950s°in favor of the since-de-: 
posed shah; the photograph is. captioned,. 
aiid fill the: Streets in support of ane 
s vee reed Bey oy aris oe < the eS 

If the reader coke ciacely. at the placards: 
that the demonstrators: are carrying,. they 
‘clearly picture—not the shah at all—but Jo 
seph Stalin. And some of the banners-car= 
ried by these supposedly pro-shah.demon- 
strators actually say things like’ _ Dawn with 
the shah, us82 
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4657 North California Boulevard e Walnut Creek, California 94596 e (415) 933-5600 


March 15, 1976 


Central Intelligence Agency 
Washington, D. C. 505 


Gentlemen: 


I would like to have a member of the CIA (or retired former 
member) speak to the Contra Costa Board of Realtors, lll 
Wiget Lane, Walnut Creek, California, at 8:00 a.m. on one 
of the following dates: May 7, May 14, or May 21, 1976. 


I have recently read "The Service" by General Rinehart 
Gehlen, "Spy of the Century" by Cookridge (also about Gehlen), 
“CIA and Other Occult Services" and a few other books. 


I feel that it is essential for the United States to know what 
other nations are doing and I believe that our realtor members 
should have some idea of the necessity for intelligence. 


If possible, I would like the speaker to speak on the subject 
of the necessity of intelligence and the method of recruiting 
spies as used by the United States, Russia and China. 


Also the use of propaganda by foreign agents and our own 
nationals to incite riots and revolutions in various nations 
around the world, and the use of misinformation in books and 
newspapers to persuade nations to oppose their own governments. 


The time alloted for a speaker is 20 to 25 minutes. If the 
above subjects are too varied and lengthy for one speech, I 
would like to talk to the speaker about making a speech that 
would fit into the alloted time. There should be about 10 

to 15 minutes after the speech for questions from the audience. 


A => A ILLEGIB 


Jack Axtman 
Breakfast Chairman 
April 1, 1976 to June 30, 1976 


ante ke. to Wu oy CLLR AG, 


a 


“3\o4, ke qyetter 
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oved For BRE ABDCAGTE INFORMATION SERMUCES, INC. 


5303 East Evans Avenue — Denver, Colorado 80222 25 East Frisco Avenue — St. Louis, Missouri 63119 
(303) 753-0043 (314) 961-4113 


PRICE LIST 


TRANSCRIPTS 
NEWS BROADCASTS ...... 00 cece ere eter rr tenes $ 15.00/100 lines 
.20/line after 100 


PUBLIC AFFAIRS PROGRAMS ......- eee r eee eeees $ 50.00/15 minutes 
$100.00/30 minutes 
$150.00/60 minutes 


AUDIO TAPES........ 0c cece cece eee teeter ete neeeecnes $ 15.00/15 minutes 
$ 30.00/30 minutes 
§$ 45.00/60 minutes 
(Audio tapes charged 
per news item on cas- 
sette at $15.00 per seg- 
ment) 


VIDEO CASSETTE. ... 0.0.0 eeneeees $ 75.00/15 minutes 
$100.00/380 minutes 
$150.00/60 minutes 
(Video tapes are 
charged at $25.00 each 
news item after first 
segment on a per-day 
basis, e.g., two items 
$100.00) 


KINESCOPE ..... 0.2 eee eee eee renee een eeneens $ 25.00/minute b&w 
$ 30.00/minute color 


STORYBOARDS ....... 0: cece reer eer ee erent te enennans § 20.00/board/b&w 
$ 30.00/board/color 


Retainer fees determined individually. 
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Material supptied by BIS, Inc. may be used for file and reference purposes only. It may not be reproduced, sold or publicty demonstrated or exhibited. 


A PRESS CLIPPING SERVICE 
IS NOT ENOUGH 


Monitoring the media is an important 
element of your company or clients’ 
public relations and marketing plans — A 
PRINT PRESS CLIPPING SERVICE 
CANNOT GIVE YOU THE 
COMPREHENSIVE COVERAGE YOU 
NEED. 

* You need BIS to complete your media 
nonitoring and give your company or 
Sets toe oenetit at 100% of what was 
Dr 42°90 Ow twas 'epurtea 

’ Oem ET VEL A OW What act: 
said how i was said and when i+ was se - 
50 yOu Can respond quickly and 
accurately to the news media with your 
side of the story. 

* You need BIS to fet you know what your 
competition or opposition is saying and 
how much broadcast time he has received 
So that you can receive your equal share 
of time as stated in the Fairness Doctrine. 
* You need BIS to find out what 
legislators, regulatory agencies, 
consumer organizations, the public or 
other groups are saying about you, and 
how and why they are saying it. 

* You need BIS to make sure the 
information you release is broadcast 
accurately. 

* You need BIS as a record of which 
media said what and when they said it. 
* You need BiS a5 a source of referenrs 


f fou (eed Gio Ul KSep Tianagemen: 
informed of what is being said about its 
company or about its competition or 
opposition. 

Ss -YOuUMneed. (2 ISH owecocaachistorical 
record of your organization’s coverage in 
the electronic media. 


COVERAGE 


BIS video and audio tapes network and 
local news, public affairs programs, and 
commercial announcements on every major 
T.V. and Radio station in Denver and 
St. Louis. 

A BIS professional can discuss a specific 
coverage program designed to meet any or 
all of your company’s needs. 


WHAT BIS CAN DO 
FOR YOU 


Expenenced 3 
vide variety of services Newscasts tak 
shows, public affairs Programs and 
commercial announcements about Ou 
company, your clients company or 
competing organizations can be provided 
in Several ways: 

* Video Tapes - Betamax & 34” cassette, 
color or black and white audio/visual 
accounts of a television broadcast. 

¢ Audio Tapes - Cassette or reel-to-reel 
accounts of the actual broadcast. 

* Broadcast Transcripts - Verbatim 
accounts of broadcast information 
transcribed for your permanent record. 
° Kinescopes - Color or black and white 
16mm optical track film and audio sound 
track of a transmitted TV program or 
sommercial announcement 

* Storvhaarcde ware 


GE, oe. os ee Se. “ 
bo SPST8S5. Cras ote @ 


Li 


FPO NE be mth ee min S 4 

along with a verbatim script of 
commercials and/or news reports. 

* Telecopier - BIS can notify you of a 
Droadcast, have the information 
transcribed immediately, telecopy it to 
your office. send it by messenger or mail it 


to you depending on your needdApprove 


CAN YOU AFFORD IT? 


YOU CANNOT AFFORD NOT TO USE 
BIS. Without a permanent record from BIS 
you are missing the public's major source 
of news information. 

BIS annua! retainer fees begin asiowas 
$200 per month depending on your 
organization's or clients’ needs Fees are 
9asSec OF NOw Many stations ard how 
TORLE Pn Perna alice: soit 


aitst ana tratTe a 
RU WOM UNE 


anitored: On Grcaraviai tee basis yo 
<NOW about stories vou have not 
anticipated and stories about wnat your 
-oMmpeution is doing. Our retainer clients 
also receive stories related to their 
ndustry which nave positive or negative 
implications at no additional charge. 

An annual subscriber has a 
considerable advantage in that he is 
assured of receiving all the broadcast 
information he needs on a quicker and 
continuous basis. 

BIS service fees on a per transcript 
basis are $12 to $15. With this particular 
fee schedule BIS can be alerted — by 
phone, mail or telecopier — that a story 
has been released. Even if you do notalert 
BIS to pick up the information on the day 
of the broadcast. a coding and filing 
retrieval system of TV and radio station 
‘apes is kept for two weeks (Video farane 

4 pee A wed day 
elaGiry OF Suri yg es focuvery Grd 
message you need to have for your 
records. 

Prices for audio tapes. video tapes. 


EUOIy ORSOvar Sanccriptsr anestopes 


#2000100520001-9 


OUR 
10TH 


YEAR 


HOW TO USE BIS 


BIS is perhaps the most successful and 
effective tool for our clients’ tota: 
marketing and public relations programs, 
As vour persona! media watch BIS js 
advan ageous tO your company orc ents 


2° @ COMMU Dasis Ur On a per traqscript 
IIS Tefereing on SHEN Cus hes 2 
“he news or how mary stations vou wisr 


“co monitor 

On tne per transcript basis. just call or 
send us a release on the information you 
want transcribed and BIS will have its staft 
process it and mail or telecopy it 
immediately to your office. 


For further information regarding our 
services contact: 


/ 


/ 


(303) 753-0043 


Broadcast information Services. Inc. 
25 East Frisco Avenue 


491315R0001 005200649. Missouri 63119 


4 A ara a ial 
(914) 561-4713 


BROADCAST INFORMATION 
SERVICES, INC. 
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6 June 1977 ON, 


Mrs. Patricia V. Fogarty 
Public Information Director 
Bryant College 

Smithfield, Rhode Island 02917 


Dear Pat, 


Please forgive my tardiness in expressing sincere thanks for 
all you did to make our visit so pleasant and successful. I 
particularly appreciated your outstanding efforts on behalf of 
the "60 Minutes" camera crew. I know it was an extremely busy 
time for you but you handled the extra burden of having us around 
in a seemingly effortless and in a totally professional manner. 
The news conference was also a total success due to your hard 
work. : 


Many thanks again for everything and best wishes to both 
you and Joe. 


Sincerely, 


Herbert E. Hetu 
Assistant to the Director 
Public Affairs 


A/DCI/PAO/kgt/6 June 1977 
Distribution: 
ung - Addressee 
- HEH Chrono 
“Ke A/DCI/PAO/CM 
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RICHARD C. DUJARDIN 

Pere Baletio Suit Writer 
MITHFIELD — Cailing the 
fed States “the largest and. 
={ important pudlic crganiza- 
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MER TCT ES © om ined race # ig} 
peg re 
as cael 


-tion in the world,” the chief of 


the CLA urged graduates at Bry- 
ani College’s commencement ex- 


~ercises yesterday to get involved 


in government and to take a 


PROTIDENCE SUNDAY JOURNAL 


2 BAY LOTT 


keen interest ia its affairs. 

Admiral Stansfield Turner is- 
sued the cail in a commencement 
address heard by. an estimated 
7,00 persons, including 95) 
eroduates, cn the lawn of the 
Bryant. campus and just after 
receiving one of the college’s six 
honorary degrees. 

Throughout his speech, Turn- 
er barely mentioned the CIA and 
spent his me depicting govern- 
ment as an exciting and reward- 
ing career. 

He suggested that this year’s 
class, having studied in compara- | 
tively peaceful times, was luck- | 
ier than those that went to | 
school in the late 1980s and early 
1979s. 

“While your . predecessors 
were understandably and justifi- 
ably concerneé with the social | 

d political wrongs they saw | 
around them,” he said, “in sore - 
measure they became the victims 
of their own crusades. 

“Ia their day participation in 
causes was viewed as either - 
black or white. You were either 
for them or against them. If you 
were a moderate vou were cop- 
ping out. The pressire on college 
students to choose sides was 
intense, and the pressure to 
choose the side against that 
amorphous mass known as the 
government was intense ‘adeed.” - 

Turner said this years gradue: ” 
ules, having avoided those “un. 
qatural pressures,” can now “so 
facyvard with a more objective ‘ 


atin ; 


outicok and conduct an objective 


scrutiny of the activities of gov- - 
@ rest of their ”- 


ernment” for th 
lives. ; 
“Only by having you and our 
other citizens do this can-we be 
insured against excesses such a3 
Watergate.” 
Yesterday's 
held under partly sunny skies, 


was the 114th in the college's 
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commencement, 


STAT 


ath the praduates ine! uc 


and 18 oracvate 2 estas, 

- Other homorary degree reeh 
ents incinded Connecticut Ci 
Ella Grasso, who arrived cartt 
ia the morning by helicopier; ¢ 
Rev. Thomas 2. Peterson, 0. 
“president of Providence Coiles 

' Demetrios Haseotes, chairman 
the board of the Curaberta 


C2rms store chainy. Judge Josec 
R. Wersberger, presiding justic 
cF me Rhode Island . Superié 
Court, and Charles J. Wielou 
1917 Eryaat graduate and no 
serdor vice president of Dun. 

Bradstreet, 

The event was aiso highligh 
€4 by the investiture of DB 
Witiai T. O'Hara, who beeart 
Brvant College’s fifi preside 
last September. 

Turner, a former command 

ef the United States Second Fle 
-and NATO Saixing Fleet. Ada 
tic in YOT+ and commander j 
Csi of Allied Forces Southe: 
Fuzoge in 1975, was president: 
the Naval War College in New 
pirt five years ago. Today | 
ieteives an henorary degrs 
tom Salve Regina College. 


‘A 


3 


BX TELS 


1 
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By RICHARD RD C. DUJARDIN 
Suletio Staff Writer 


SMITHFIELD — Adm. Stans- 


* ffeld Turner, director of the Cen- 
* tral Intelligence Agency, - de- 


t 


“¢lined last. night to discuss 


whether he thinks President’ 


Carter's plans for withdrawing | 
’ from his post of chief of staff of 


’: U.S. forces in South Korea. The 


U.S.- troops from South. Korea 
will lead to war. 


Turner, speaking at a press e 


conference at Bryant College, 


“where he will receive an honor- 


ary degree today, said the ques- 


tion of what would happen if the. 


United States did pull out of 


Korea depended heavily on _ 


! ‘what the reactions of the South 
~ Koreans would be and of course 
“the other countries in the area.” 


He said he already has passed 
on his assessments to what their 


PROVIDENCE 


+ Of chairman of the Joint Chiets 
of Staff. He said he “absolutely 


ua * JOURMAL~BULL ST? 
foe Rena Approved For Release 2604MBT13. 9CLA- RDP88-01315R000100520001-9 
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position such’as that.” 


reactions would be t to his superi- 


ors in the Executive Branch, “but 
I am not at liberty to discuss 
them here.” 

His remark came just a day 
after it’ was announced that 
President Carter had ordered the 


“ recall of Maj. Gen. John Singlaub 


recall is in apparent response to 


Singlaub’s criticism of Mr. Cart-. : 


er’s proposal on withdrawal. - 

“You don’t want me to stay 
here till tomorrow to get my 
degree?” Turner joked. “Do you 
want me recalled?” 

Asked about apparent discre- 
pancies in his own recent com- 
ments. that seemed to indicate 
that President Carter had not-yet 


made a final decision on with- | 


drawing troops, Turner said, : 
“That question would have to be 
referred to the White House.” 

The CIA director indicated 
also, that he. was not bothered by - 
former President Nixon's recent 
comments in the television inter- 
views.conducted by David Frost 
that the CLA had “dropped the 
ballon 4 number of occasions 
while Nixon was President. 

“Qther. than looking back- 
ward to be sure the possibility of 
errors in intelligence operations 
do not recur, I’m out here look- : 
ing to tomorrow. I’m not here- 
digging into the past. other than 
when I absolutely - have ae 
Turner said. vas 

He praised Mr. Carter’s pro- | 
posal for legislation to require 
court authorization »-for. CIA 
wiretapping, saying that while’ 
the bill would limit CLA oper- 
ations to some extent, “We will 
Still be able to do wiretaps under 
{ very controled conditions.” 

He sugggested that the mea- 
"Sure would “prevent abuses of 


erobesiy would restore conte 
dence in the agency. 

The Cenira! tutelligence chief” 
also cismissed speculation that 
he p'ans to return in a year or 
two to a post in the military, 
such as chief of naval operations 


would not seek out any military 


ees ee ee cnet “ 
rt 


“T feel I have my hands full | 
and that this job is as important j 
as one I can fill in the United. 
States at this time,” he said. 

Turner also declared he has 
“no desigas’” for seeking legisla- 


: tion to punish journalists who 


| 


publish secret classified material, 
but that he is concerned about 
the flow of classified information 
that reaches the public from CIA 
members through aunaue ionized 
channels. 

“What we want to do is 
encourage people not to do this,” 
he said. “Welt re not interested in: 
punishing them.” 

He said the “encouragement” 
could come in a variety ways, 
such as by reducing the total 
amount ‘of classified material, 
thereby increasing. respect for 
what is classified, and by 


: strengthening or replacing ad- 


ministrative, - civil and criminal 
sanctions. 

Turner said ‘he has no inten- 
tion" of breaking any laws. to| 
gather intelligence information| 

and."I am ae in watch-| 
ing that we do not.” 


Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


a 


Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


’ 
i 
‘ 


Cl A aa: 


1 
‘ 
. 
' 
H 


: Minneapolis Tribune 
108 . Thurs., April 14, 1977 


-Stucenis’ to area. ft 


Associated Press — 


The CIA will send about 20 peo- 
ple to study management prac- 
tices in Minneapolis-St. Paul area 
ompanies as part of its training 


: courses for CIA employees. 


| A spokesman for the intelligence 
. agency said it has sent middle- 
' Management executives on such 


Te ed 


trips around the country for sev-. 


eral years. : adie 


The names of the participating 


firms were not disclosed by CIA. 


sources, although it was’ learned 
that Control Data Corp. and Bur- 
lington Northern Railroad are 
.among them. 5 


A spokesman’ for Control Data 
said the computer company would 
explain theory and practice of 
human resources development 


i send 20°... 


techniques. These would explain 
methods used in classroom in- 
Struction, multimedia and comput- 
er presentations and textbooks. 


Among Burlington Northern offi- 
cials who will speak to the CIA 
group will be about half a dozen 
corporate executives, ‘including 
Louis Menk, chief executive offi- 
cer, ae 
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PHILLIP A. ALLICON 


TAT 


REGINALD M. CRAM 


Tre AcsutaNT GENERAL Dapury 


STATE OF VERMONT 
OFFICE OF THE ADJUTANT GENERAL 
CAMP JOHNSON 
WINOOSKI 
03404 


25 February 1976 


Lieutenant General Vernon A. Walters 
Deputy Director 

Central Intelligence Agency 
Washington, D.C. 20505 


Dear General Walters: 


Once again, let me express personally, and on behalf off tl 
Burlington Rotary Club, deep appreciation for your outstanding 
talk on 23 February 1976. Many of the people who heard you have 
complimented you most highly. The concensus in the group is 
that your was the best program was have had in many yerrs. 


Enclosed, for your information, is the story which appeared ‘sm 
in-thecRUTTingtiirReco.Bress: the ‘day"SRter Vouk Visit Y wish 
it had given a little more coverage to what you had said but I 
believe it is.about as much as one could expect in view of the 
overall treatment given the CIA by the public media. You were 
also covered on both local television and radio programs though 
much more briefly than you were in the Free Press. I think you 
struck a fine blow for the intelligence community as a whole by 
informing many of our opinion-makers of the importance and true 
role of intelligence-gathering agencies, 


With best personal regards, 


RMC/w R. M, CRAM 

Major General 
1 Enc The Adjutant General 
as 
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CIA Official Bete 


By FREDERICK W. STETSON 
‘” Free Press Staff Writer ‘ 
" Despite an unparalleled ‘bombardment of 
public criticism, the Central . Intelligence. 
Agency can perform its mission and meet: 


Congress's demands for review of its activities, ., 


the CIA deputy director said Monday. 


Gen. Vernon A. Walters defended the agency =. 
against its critics and said the CIA could justify: | 


its budget “in greatest detail’ to the Ford) -. 


Administration and the Congress. aya 


oversight the Congress wishes,” ! he said, ¢ eae 
“speaking to Rotarians and their guests from 
other service. clubs #. the ene net Ves. 
‘Bur urlington.. f 


‘criticism of the media’s coverage of CIA 
activities, Walters criticized one columnist’s 


overview of the nation’s intelligence gathering 
; community were misguided. ; ‘.., 


while providing for the prosecution of thos 


- In remarks to the Burlington Rotary Club, ee who disclosed the abuses: 


'. further 


- “ie ourselves can live’ with any ‘kind of: i efforts to “minimize.” i 


7 While he. peices: relted from. strong: f 
- of this crticism. The proverb says, “If you fear - 
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24 Feb 76 


‘angeedion that President wih a for. “wolves do not ZO" out: into. the forests.” "And, 
then the deputy director added, ‘‘We have, alot 


. Tom Wicker of The New York Times said the 
' Ford Plan would give greater protection to CIA is 


is the controversy that has swirled’ around the 
officials who abused. their statutory powers «+ 


, overemphasized. . tah 


. Walters described the notion ag an “Alice i in; 
.. ‘Wonderland - biack-is-white-whiteis-black’ 
"interpretation. He added, howeyer, that it is,” 
. “just impossible” to ensure pletely against! i 
IA abuse, although Ah will 


"questioned on, the agency’s assassination plots 
* against foreign poljtical leaders reported by the 


: Pidccus Church, D-Idaho. 


- The 58-year-old intelligenc ofc al sald the ‘ 
+ However. he downplayed the ape of. all. 


CIA- staff is operating with. ‘a’ ‘sense ~'of 
:“reassurance.”. even. though it has: been . 
"Subjected to.a “bombardine FE tik witout 


_ 4 
wedi 


percent sof the” “agency's pudget, and ta his 


been indicted in thie past 27 years,” 
Walters didn’t provide dollar figures on ‘the: 


Staff in the face yn 
on errr but he le less at 1 oa of a 


describe the attitude of theC 
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, of people who do not fear wolves.” ©. 0042.7 
In presenting what he said was “our side" ‘of 


‘..agency for the past several: months, Walters 
, $aid the CIA’s govert., Operations, | have Pee: ? 


“This part of our. activities has poten ‘all Gut 


. Senate Intelligence Committee headed by Sen. = 


“covert operations. -Saying they account for Sto6:.. - 


Knoviedge ‘fo. member’ of the’ Cia, stalf has, 7} Angola, 


¢ 


ak -*"" BURLINGTON VT- BREE, PRESS - 


: nds Agency Operations 


: federal tax dollars are spent on “intelligence 
: gathering by all agencies. : 


About 50 per cent of the CIA’s operations 
involve “overt” gathering of intelligence and 
information from public sources such as foreign |: 
newspapers and other publications, he said. ; 
'.* Another large share of the CIA's time is spent .., 
conditcting “technological” — intelligence .:; 
.” gathering, presumably through radio broadcast “ 
‘Monitoring and imrereepe or Hecodling of \' 

other broadcast signals, : 
‘ Walters emphasized that strong intelligence 
is essential‘to the nation's protection against" 
“unexpected enemy actions, especially at a time * 

‘ of international terrorism, nuclear. 
é proliferation, Soviet weapons build ups and — 
5 expansionary” fetlons into’ nations such. as 


ae “We have to be better infoirned than at any 
- + time in our history.’ be he said. “puowierge | is 
power.” * 
Despite United States efforts: to achleve 3 a” 
-_/ relaxation of relations with Russia and China, |, 
Walters. said accurate predictions of these . 
y countries’ military, technical and Political ; 
1.” changes are needed. - ; ' < 
v And, he said he’s ‘also mindful of another 7 
“Russian proverb which says,.“When you make ' 
» friends with the bear do not let go of your axe.” 
'. He depicted intelligence operations asa 
“force far peace” and said, “We recovered * 
"from a ‘naval Pearl Harbor; could we ngcoves os 
; froma nuclear Pearl Harbor?’ + - . 
y "We cannot alford to be surprised: History : 
‘will not forgive us if we are.” 
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6 February 1976 


Mr. Angus MacLean Thuermer 
Assistant to the Director 
Central Intelligence Agency 
Washington, D.C. 20505 


Dear Mr. Thuermer: 


You might be interested in the enclosure which states 
that the Burlington Lions Club will join with the Rotary 
Club on 23 February 1976 to hear Lieutenant General Vernon 
Walters speak. This will provide a broader audience and 
will assure that the Deputy Director's message is well dis- 
Senin ate ough; the. opinionsmakers., An. jthe area, 


ae WEE SE SHOE ewe 


a I would appreciate knowing what General Walters*” ‘travel, 
= plans are so that I may be sure to meet him and provide any 
Sao accommodations or arrangements he might desire. 


Fe Seti 


We are’ “TSUkKine forward erithusiasereal ty to" ‘eghéral - 
Walters! visit. 


Sincerely, 


RMC/w 


Major General 
The Adjutant General 
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Mr. Angus MacLean Thuermer 
Assistant to the Director 
Central Intelligence Agency 
Washington, D.C, 20505 


Dear Mr. Thuermer: 


The local television station, WCAX-TV, would like an eas 
with Lieutenant General Vernon Walters for a program called ''You Can 
Quote Me". The program is quite parallel to the nationally known 


"Meet the Press''. It is a half-hour interview with the "victim" SC! 
being questioned by a panel of three members of the public media. 


I told Mr. Charles Lewis, the Program Director, that I was not Cus 


sure of General Walters' itinerary but that I would inquire as to his 
availability either on Monday, February 23, 1976, or, if he were to 
arrive on Sunday, about the possibility of his being interviewed at 
that time. Mr. Lewis said that if by any chance General Walters were 
here on Sunday, 22 February, in time to be at the studio by 5:30 P.M. 
he would be on the program live as it is broadcast at 6:30 P.M. imme- 
diately preceding 60 Minutes". If he were interviewed on Monday, it 
would be taped and broadcast the following Sunday, 29 February 1976. 


I believe that the appearance of General Walters on "You Can Quote S Shh 
Me'' would be well publicized and, therefore, seen through most of 
mont, some of northern New York State and eastern New Hampshire. 


might even result in some national publicity as the local Aeprh ee is an 
affiliate of CBS. : 


I would very much appreciate your thoughts on this matter and your 


advice as to whether General Walters would be willing to appear on ''You 
Can Quote Me", and if so, when it would be most convenient for him. 


ee ae 
RMC/w ( DA MC. OR Aa 


Major General 
The Adjutant General 
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18 December 1975 


von MM aw ADEPS MacLean..Thuerber. 
Assistant to the Director 
Central Intelligence Agency 
Washington, D.C. 20505 


Dear Mr. Thuermer: 


The Burlington Rotary Club is delighted that Lieutenant General 
Vernon Walters, Deputy Director, CIA, has consented to address the 
club on Februar 234 ch Qt Ren For your information, the club meets at 

cnt yee ngs ERY eae peeled 5 
renegade Inn in South Burlington, Vt, at noon each Monday and the 
meetings end at 1:30 P.M. Speakers are usually allotted about thirty 
minutes, including 4 question and answer period, if desired. 


I will take care of ground transportation and will personally 
meet General Walters when he arrives in Burlington. I would, there- 
fore, appreciate knowing what his travel plans are. Please also let 
me know of any other arrangements you would like to have me make on 
this end. 


Incidentally, I think it would be good if General Walters chose 
to bring a Regional representative of the CIA with him as 4 means of 
establishiiig a sense of some local flavor to the organization. 


geen 


would be better) of General Walters would be most appreciated. If 
the General would like a press conference, either before or after the 
meeting, I will see that it is arranged. 


To assist in getting some good advance publicity, a photo (two ne 


Sincerely, 


RMC/w ~~ oR, M. CRAM 
Major General 
The Adjutant General 
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NAME AND ADDRESS 


eee 


APPROVAL 


[comment | S| LE 


-Soncunnenee—___| INFORMATION 


Nancy called with following info: DDCI 
does not want any advance publicity nor 
press conference. Publicity to the 
Rotary members is OK. 


We should say that DDCI will be accompanied 
by someone from here (meaning a security 
type) but right now we know of no one 

else attending. 


mb 


; FOLD HERE TO RETURN TO SENDER 
FROM: NAME. ADDRESS AND PHONE NO. [pate | 
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ll December 1975 


Major General R. M. Cram 
The Adjutant General 
Camp Johnson 

Winooski, Vermont 05404 


Dear General Cram, 
Thank you for your friendly inquiry of December 1. 


I am more than pleased to tell you that Lt. Gen. 
Vernon Walters, our Deputy Director, will be pleased to 
address the Burlington Rotary Club sometime next February 
or March. 


General Walters has spent his adult life as a 
professional intelligence officer. As Deputy Director of 
Central Intelligence, he has, of course, worked at the 
very highest intelligence levels in our country. 


In addition to this, he is an inspiring public speaker. 
I know this from having heard him in action. I personally 


am ever so glad that his schedule will permit him to visit 
with your Rotarians. 


Will you_be good enough to drop me a note or give me 
a phone call [so we can narrow down the precise 
speaking date? have taken the liberty of enclosing a 
biographic sheet about General Walters. 


Sincerely, 


Angus MacLean Thuermer 
Assistant to the Director 
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1 December 1975" 


Mr. Angus M. Thuermer 
CIA Headquarters 
Washington, D.C. 20505 


Dear Mr. Thuermer: 


The Burlington Rotary Club, Burlington, Vermont, would like 
to invitOa TOpresOneaey ye DETERS “Central Intelligence Agency to 
speak at one of our meetings next February or March. Our meet- 
ings are held on Monday noons “at? “the” Rania rr taaeeeuth Burling- 
ton, Vermont, 


Many of us feel that the adverse coverage of CIA operations 
and policies has been one-sided and distorted. In any case, we 
would like to have the opportunity to hear the views and positions 
of the CIA. I have been given your name as the man to contact in 
the hope of arranging for a speaker. 


There are just over 150 members in the Burlington Rotary Club 
which is the largest in the Rotary District which embraces parts 
of Vermont... New, Hampshire. and, two cities in Quebec. Among our 
members are many prominent businesshen~ doctors,” lawyers, members 
of college faculties and members of the public media including be 
Managing..Editor and | Editorial Editor of Vermont! Ss largest. news 
“pe er al ident... ‘Of: thé” ‘Lae cariy it ation, 7» ARE I, rf is Me? lg 
i. |. Rotar Lub..would provide an excellent forum, for coverage * 
‘Wthroughout the State of Vermont. ae 
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Mr. Angus M. Thuermer 
Page 2 


We do not normally pay the expenses of speakers so I would 
appreciate being advised if this creates a problem. I do hope 
your agency will be able to honor our request. 


Sincerely, 


Cue 


Pred 


RMC/w ~ R. M. CRAM 
Major General 
Immediate Past President 
Burlington Rotary Club 


Pe 
td 
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Basic to these staff efforts are the BI research libraries 
and documentation centers located in New York, 
Geneva, Tokyo, Hong Kong and major country 
offices. BI’s own resources are multiplied by its 
constant contact with information sources—libraries 
and government officials throughout the world, 
international and regional agencies, and hundreds of 
corporations, banks, law and accounting firms. These 
contacts are kept constantly alive by the reporting 
requirements and quality standards demanded by BI’s 
global publishing services. Similarly, constant contact 
is maintained with technical organizations and experts 
around the world for technical input when this is 
required. 


BI’s research facilities are used by clients as a 
money-saving alternative to or a highly specialized 
extension of their own staffs. BI’s unique resources 
save them time of their own personnel, and expensive 
travel. In many cases, BI gets prompt and accurate 
information that clients might not be able to get for 
themselves or prefer not to seek in their own name. 
Foreign governments and international agencies as 
well as international corporations cooperate with BI 
because they recognize BI’s central position as the 
information source for international corporations and 
are familiar with its long dedication to accuracy and 
objectivity. 


Planning a BI Research Project 


The enterprising international manager needs and 
seeks more ideas, information and analyses than can 
be provided by the printed word, or in a special 
survey. It is normal for such an executive to need a 
well-informed, non-company specialist with whom to 
discuss problems, probabilities and alternative courses 
of action. The need arises when: 


@an executive is grappling with a problem or 
decision and needs help from an outsider who 
knows how others have resolved similar 
problems—needs help in defining the problem, 
bringing it into focus, and determining the specific 
questions he ought to be asking about it; 


@ an executive wants to explore strategic approaches 
to current problems with knowledgeable outside 
advisors, enrich his own thinking through this 
interchange of ideas, and benefit from the broad 
perspective of a well-informed, non-company man. 


The BI Advisory Service is a professional service 
provided by BI principals based in the United States, 
Europe, Latin America, and Asia, whose constant 
exposure to international management problems and 
solutions is unparalleled, and who are able to correlate 
this knowledge and focus it on alternative courses of 
action confronting any international corporation. The 
consultation and advice provided to individual 
companies and executives by BI is treated in strict 
confidence. 


IN-HOUSE SEMINARS 


For several years, major international corporations 
have engaged BI to organize and lead in-house 
meetings (usually referred to as ‘‘seminars’’) with their 
executives. The subjects discussed are either prospects 
and problems in a specific geographic area of the 
world, or a special area of management. BI principals 
who conduct these seminars are well-informed, area 
and functional specialists on international 
management problems, including international 
finance, corporate organization for internatonal 
business, medium and long-range global planning, and 
international accounting and reporting. BI will 
organize seminars running from one to five days or 
more and/or provide area and functional specialists as 
discussion leaders. Normally, the BI specialist brings 
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Parent Company In-House Seminar 


This is an occasion for headquarters executives to gain 
further knowledge of a particular area or country of 
special interest to them at the time. Or, the parent 
may be grappling with a particular international 
management problem and would like to talk out how 
others solve similar problems. 


The in-House Regional Seminar 


This is a meeting organized for the special benefit of 
executives having special responsibilities for a 
particular area or region, often with parent-company 
executives participating A BI specialist brings 
information and forecasts on new opportunities—and 
dangers—that lie ahead for the company in that area. 
In the informal discussion, the special problems of the 
client in the area are examined in the light of the BI 
forecasts and information, and how other companies 
are solving similar (and often exactly the same) 
problems. 


One of the many important benefits arising from 
in-house seminars—at the home office and abroad—is 
enhancement of communications and interpersonal 
relationships within the client company, leading 
toward a better understanding of the company’s 
nature, goals, policies and techniques on the part of 
executives within the region, between regions, and 
between headquarters and the field. 


This enhancement of intra-ccompany communications 
is further strengthened when BI’s_ publishing 
system—particularly the weekly publications—are 
shared by a company’s decision-makers throughout 
the world. 


Another benefit of in-house seminars and BI’s 
publishing system is executive development. The 
evolution of the international corporation is paced at 
exactly the same speed as the development of its key 
managers of today and tomorrow. 


THE BUSINESS INTERNATIONAL INSTITUTE 


This is the educational arm of BI devoted to 
management development in international operations. 
The BI Institute currently offers two courses: 

(1) an intensive, two-week course on international 
trade and investment for on-the-job executives, 
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%The Bi Master Key Index to the entire Business 
International publishing system affords instantaneous 
access to the thousands of environmental facts and 
items of corporate experience and practice that the 
entire BI information system contains. Printed out 
from a computer every three months, it is a 
cumulative index that helps the busy executive to find 
immediate answers to his problems as they arise. 


Special Surveys. In addition to its regularly scheduled 
Research Reports and Management Monographs, BI 
publishes an annual Survey of Living Costs in 40-50 
cities worldwide, including a weighted index giving 
city-to-city percentage comparisons. Every other year, 
BI publishes three regional compensation surveys (one 
for Europe, one for Asia/Pacific and one for Latin 
America) providing comparative data on wages, 
salaries, fringes and allowances, broken down by 
industry, by company size and by more than 100 
managerial, technical, sales, clerical and blue collar job 
classifications. 


BI RESEARCH 


BI provides specialized research services on a 
confidential contract basis to international companies, 
organizations and governments tailored to the 
individual needs of the client. Research is also 
undertaken on a group project basis for. several clients 
having a common interest in the findings, particularly 
when the project is of a magnitude that renders the 
shared-cost feature especially attractive. 


BI Competence: On average, BI conducts some 2,000 
individual research projects for clients each year on a 
wide range of problems and topics including, among 
others: studies on appropriate corporate response to 
changes in the business environment; product-oriented 
market studies; international executive compensation 
surveys; high-level executive and government 
attitudinal surveys; studies in the areas of taxation, 
finance, corporate organization; and studies related 
to special problems of acquisitions and new foreign 
investment. 


Bi Manpower and Sourcing: With a staff of some 200 
full-time personnel worldwide, BI research services are 
performed by headquarters and regional staff 
specialized by geographic area and function, under the 
supervision of experienced project managers and 
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ort is con: work of BI offices and 
representatives in some 75 countries. 
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FINANCING FOREIGN OPERATIONS a companion 
looseleaf service, is continually revised during the year 
to keep readers posted on the comparative availability 
and cost of money for operations in every major 
world market. It also gives the latest in corporate 
techniques—parent guarantees, swaps, switch credits, 
Eurofinancing, hedging, etc.—and ferrets out and 
analyzes the cross-border sources of capital. FFO is 
designed to help management to plan the financing of 
an important project, to evaluate an immediately 
available deal, and to review the company’s present 
pattern of financing. Each country chapter covers: 
financial forecasts, discrimination against foreigners, 
how companies are financed, taxes on interest, the 
monetary system, sources of capital, short-term 
borrowing, sales financing, medium-term borrowing, 
long-term borrowing, capital incentives, stock and 
bond issues, export insurance and credit, investing 
excess cash. 


%Bl Research Reports give depth treatment to advanced 
international management techniques such as 
compensating personnel overseas, international 
accounting and control, making foreign acquisitions, 
new concepts of organization, and long-range 
planning. They keep chief executives and other top 
managers abreast of recent experience and fresh 
thinking regarding policies and methods of running a 
global organization. 


Another series presents comprehensive business 
profiles of different countries such as Australia, 
Canada, China, Mexico, Germany, Romania, Spain, 
Indonesia, Japan and the Soviet Union. Still another 
series provides the key information that alert 
managers must know about regionalizing markets, 
such as EEC and the Andean Bloc. Whenever change is 
affecting a major market—and operating problems and 
profit opportunities in it—there is likely to be a BI 
Research Report that will provide a thorough 
understanding of the situation, how your customers 
and competitors are reacting to it, and how your firm 
might capitalize on it. 


Bl Management Monographs provide brief, concise, 
action-oriented reports to management on subjects of 
substantial current concern to international 
companies, such as forecasting foreign exchange rates, 
measuring profitability of foreign operations, solving 
joint-venture problems, new concepts of modernizing 


domestic into international operations, those whose 
responsibilities are being broadened to include 
overseas as well as domestic responsibilities and those 
who desire a refresher course; 

(2) a special course on East-West business designed for 
busy executives who are, or will be, entrusted with 
their company’s activities with and within the Soviet 
Union, its COMECON partners and Yugoslavia. 
Individual sessions cover not only the technique of 
promoting and clinching sales, but on licensing, 
cooperation agreements, barter and switch trading, 
financing, market development and _ negotiating 
contracts and joint ventures. 


The faculty of the BI Institute consists mainly of BI 
senior executives in the US, Europe, Latin America 
and Asia. 


BI ROUNDTABLES 


Since 1954, BI has been organizing roundtables for a 
limited number of selected international corporations 
based in the US, Europe and Japan. These special BI 
clients receive a highly organized group of services (see 
inside back cover) including BI publishing services, 
research, the services of a BI principal assigned to each 
client, and access to BI roundtables. 


The roundtables are of four basic types: (1) corporate 
experience roundtable; (2) an annual roundtable for 
chairmen and presidents of client companies; (3) alert 
or unscheduled roundtables on sudden and 
unexpected developments; and (4) roundtables with 
governments and regional and __ international 
institutions. Common to all these roundtables are 
certain unique characteristics that have—in the past 
two decades—established them as institutional forums 
for the leadership of the major international 
corporations of the world: 


% They are not conventions, but small meetings with 
every participant taking an active part in the 
discussion; 


% No speeches are permitted (even from cabinet 
ministers); time is spent wholly in give-and-take, 
informal discussion. 
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® The roundtables are unpublicized and 
off-the-record; no members of the press or other 
outsiders are ever permitted in the room, and thus 
the roundtables are characterized by remarkable 
candor. Experiences are freely shared, and 
participants come to grips with the real issues. 


% The discussions are highly sophisticated because 
participation is limited to BI special clients, a 
group of extraordinarily experienced international 
corporations, and the individual participants are 
senior line and staff executives. 


%* Intensive advance preparation by BI, usually with a 
briefing memorandum sent out before each 
roundtable, insures that discussion focuses squarely 
on the unsolved problems, the key areas of 
disagreement, and the major points of conflict or 
debate. No time is lost in rehashing known facts. 


Government Roundtables, lasting three to five days, 
include in-depth, off-the-record discussions with the 
Prime Minister (or President), the key members of his 
cabinet, top officials of the major agencies of the 
government, plus business, banking and labor leaders. 
Simultaneous interpretation is normally used. A 
briefing paper prepared by BI researchers and editors, 
and published in the language of the host country as 
well as in English is distributed in advance, thus 
eliminating the need for speeches and making possible 
informal, problem-solving discussions. 


BI Group at number 10 Downing Street 


EASTERN EUROPE REPORT (fortnightly) provides 
essential information needed to maximize profits and 
avoid loss in this rapidly growing market. 
Country-by-country and industry-by-industry, it alerts 
readers to new opportunities for selling goods and 
technology to the USSR, its six COMECON partners 
and Yugoslavia. Continuous analysis of current 
problem-solving experiences of Western firms suggests 
new and better ways to approach the local foreign 
trade organizations, negotiate contracts, clinch deals 
and secure payment. 


Bl Updated Reference Services 


Two BI loose-leaf services enable the busy executive 
to lay his hands quickly on the information he must 
have when considering or planning a new foreign 
investment, or financing a project anywhere in the 
world. 


INVESTING, LICENSING & TRADING 
CONDITIONS ABROAD analyzes the actual 
conditions (not only the laws, but how they work in 
practice) for doing business in the world’s 56 leading 
markets. Each country chapter is updated once a year. 


Taken together, the elements of this service give 
management a rapid and balanced assessment of how 
to do business in a country or to change a current 
mode of operations. In a world where opportunities 
must be seized quickly, ILT gives you the immediate, 
comprehensive facts for a quick initial decision. For 
each country, ILT provides information on: state role 
in industry, organizing, restrictions and requirements, 
rules of competition, licensing rules and practices, 
price controls, remittability of funds, taxes, 
incentives, capital sources, labor laws and rates, 
foreign trade regulations. 


Part of BI Library 


rE | 


BI'S ender INFO aMarl YSTE 
prove or 


This highly eee worldwide system furnishes 
current and reference information in the form of 
weekly services, constantly updated reference 
services, and in-depth analyses of markets and 
management functions in the form of Research 
Reports and Management Monographs. 


Bl Weekly and Fortnightly Information Services 


These time-saving, easy to read, reports carry no 
advertising. The up-to-the minute, exclusive 
information they provide is researched and double 
checked for accuracy by BI’s independent and 
professionally trained staff of researchers, area and 
management specialists. 


BUSINESS INTERNATIONAL (weekly) is edited for 
executives with global responsibilities. It gives a 
concise and impartial analysis of the most important 
business developments around the world. Regular 
scanning of its 8 pages not only saves time otherwise 
spent wading through less precise publications, but 
also alerts its readers to action that saves or earns 
substantial sums for their companies. 


BUSINESS EUROPE (weekly) is edited for executives 
whose responsibilities are focused on operations in 
Europe, the Middle East, and Africa. Published in 
Geneva, BE covers the full range of European 
management developments in finance, marketing, 
production, planning, personnel, labor, mergers and 
acquisitions, taxes, business trends and forecasts, and 
rules of competition. 


BUSINESS LATIN AMERICA (weekly) is edited for 
executives whose responsibilities are focused on Latin 
America and the Caribbean. BL provides information 
needed to cope with the special problems of doing 
business in Latin America—from growing nationalism 
to impending devaluations, from new distribution 
mechanisms to ingenious methods of raising working 
capital. 


BUSINESS ASIA (weekly) is edited for executives 
whose responsibilities are focused on Asian and Pacific 
markets. Published in Hong Kong, BA provides 
up-to-the-minute information on what is happening 
across the area and why—and what can be done about 
it for profit. Coverage includes trading opportunities 
with the People’s Republic of China and progress 
toward regional cooperation in Southeast Asia and 
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as held more than 50 government roundtables 
over the past 19 years, including: 


Africa 
H.I.M. Haile Selassie and 87 ministers and officials 
of 33 countries and multinational organizations 
(Addis Ababa 1969) 


Andean Bloc (2) 
President Lleras of Colombia; authorities, business 
and labor leaders of six Andean Bloc countries 
(1968, 1972) 


Argentina (2) 
Presidents Frondizi and Ongania and their cabinets 
(1958, 1966) 


Australia (2) 
Prime Ministers Holt and Whitlam and _ their 
cabinets (1967, 1973) 


Brazil (3) 
Presidents Kubitschek, Castello Branco, Medici and 
their cabinets (1956, 1965, 1970) 


Canada 
Prime Minister Pearson and his cabinet (1963) 


Colombia 
President Valencia and his cabinet (1964) 


EEC & EFTA (4) 
Presidents Hallstein, Rey and Mansholt and other 
members of the EEC Commission; Secretary 
General Figures and other EFTA officials (1960, 
1963, 1968, 1972) 


France (2) 
Prime Minister Pompidou and his cabinet; Prime 
Minister Chaban-Delmas and his cabinet (1963-70) 


Germany (2) 
Vice Chancellor Erhard and Federal Chancellor 
Brandt and their cabinets (1963, 1973) 


Hungary 
Prime Minister Jeno Fock and his cabinet (1969) 


India 
Prime Minister Nehru and his cabinet (1961) 


elsewhere. Approved For Release 2004/10/13 : CIA-RBM8Sa02B 15R000100520001-9 


President Soeharto and his cabinet (1968, 1972) 
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Prime Ministers Zoli and Colombo and their 
cabinets (1958, 1970) 


Japan (3) 
Prime Ministers Kishi and Sato and their cabinets 
(1959, 1965, 1971) 


LAFTA & CACM (2) 
Executive Secretary Sola and other members of the 
LAFTA Secretariat; Secretary General Delgado and 
other CACM officials (1963, 1969) 


Mexico 
President Lopez Mateos and his cabinet (1962) 


Poland 


Prime Minister Jaroszevicz and members of the 
Council of Ministers 


Romania 
President Ceausescu and members of the Council 
of Ministers 


Spain (2) 
Generalisimo Franco and his cabinet (1962, 1967) 


Sweden 
Prime Minister Palme and his cabinet (1971) 


USSR (2) 
Premier Kosygin and his cabinet and more than 
250 government officials and Soviet industrial 
managers (1964, 1971) 


United Kingdom (3) 
Prime Ministers Macmillan, Wilson and Heath and 
their cabinets (1961, 1966, 1972) 


United Nations 
Secretary-Genera] U Thant; heads of 22 principal 
UN organizations (1967) 


United States (15) 
Presidents Kennedy, Johnson and Nixon and/or 
their cabinets year by year. 


Venezuela 
President Leoni and his cabinet (1967) 


Yugoslavia 


Business International, an independent research, 
publishing and advisory organization, serves 
corporations doing business across borders and those 
who support and govern them, including bankers, 
attorneys, accountants, consultants, colleges and 
universities and government officials. 


Business International’s goal is to advance profitable 
corporate and economic growth in socially desirable 
ways. 


It does so by 


» providing fast, reliable information needed for cor- 
porate decision making, planning and management 
development 

» alerting corporate management at home and abroad to 
new opportunities and dangers 

» discovering, explaining and interpreting new inter- 
national management techniques that will advance 
profitable corporate and economic growth 

» analyzing governmental measures that will make for 
sound economic growth and greater international 
cooperation and that will pave the way for corpor- 
ations to make their maximum contribution to 
human welfare and to advance their own survival 
and prosperity. 


Business International advances these goals through its 
staff of researchers, analysts, editors and executives 
located in the key markets of the world. It renders 
these services through— 


¢ A global information system 

© Research—individual studies for clients 
® Advisory Services 

® In-House Seminars 
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Executive Council (1968) 


e BI Institute 
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Business International 
Corporation 


CORPORATE OFFICERS 


*ELDRIDGE HAYNES, Chairman 
*ORVILLE L. FREEMAN, President 
*ELLIOTT HAYNES, Executive Vice President 
*WILLIAM PERSEN, Senior Vice President 
*RICHARD P. CONLON, Vice President 
*JOSE A. MESTRE, Vice President 
NORMAN M. WELLEN, Vice President and Treasurer 
ROBERT S. WRIGHT, Vice President 


DIRECTORS 


ROBERTSON F. ALFORD, Norfolk, Conn. 

R. STANTON AVERY, Chairman, Avery Products 
Corporation, San Marino, California 

ATHERTON BEAN, Chairman, Executive Committee, 
International Multifoods, Minneapolis 

AMBASSADOR SOL M. LINOWITZ, Senior Partner, 
Coudert Brothers, Attorneys, Washington 


LORD PILKINGTON, Chairman, Pilkington Bros., 
St. Helens, England 


C. WILLIAM VERITY, President, Armco Steel 
Corporation, Middletown, Ohio 


*ALSO SERVE AS DIRECTORS 


Business International services to special clients is a 
professional program of worldwide information, 
research, advice and consultation. These services are 
furnished in a Global Program and in four 
sub-programs. 


The Global Program is tailored to meet the 
information and management development needs of 
corporations with present and potential markets in 
every major world area. Global clients receive the 
totality of the sub-programs described below. 


‘the Corporate Headquarters Program, designed for 
executives with global responsibilities located in the 
client’s main offices, is executed by Business 
International service centers in New “York, 
Washington, D.C., Chicago, San Francisco, Geneva and 
Tokyo. 


The European Regional Program is designed to serve 
the special needs of executives who have 
responsibilities for Europe and contiguous markets in 
the Middle East and Africa. It is executed by Business 
International S.A. of Geneva. 


The Latin American Regional Program is designed to 
serve the special needs‘of executives responsible for all 
operations in this important and rapidly growing 
market. It is executed by Business International S.A. 
of Geneva. 


The Asia/Pacific Regional Program is designed to serve 
the special needs of executives with regional 
responsibilities for the broad area from Iran to Korea 
and Japan and south to Australasia. The program is 
executed by Business International Asia/Pacific 
Limited with service centers in Tokyo and Hong 
Kong. 


A separate East European Service is designed to serve 
the special needs of executives responsible for 
developing business with and within the Soviet Union, 
its COMECON partners and Yugoslavia. The program, 
executed by Business International S.A. with service 
centers in Geneva and Vienna, aids in the creation and 
implementation by each client of his strategy to 
penetrate Eastern Europe. 
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Chicago, INinois: 6061 
phone: (312)'321:03 
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301 Asian House 
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Montevideo 
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San Francisco, California 94108 
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Wave of Protectionism 
Troubles Trade Relations 


Between EEC and US 


With the world’s major economies still struggling with 
stagnation, inflation and unemployment, the temptation to 
reach for quick “fix it” measures is great—and dangerous. It 
can lead to protectionist and beggar-my-neighbor moves that 
may seem seductive in the near term for individual nations, 
but are certainly destructive to the economies and peoples of 
the world in the long term. 

Right now, the member countries of the European 
Economic Community are deeply troubled by what they see 
as a wave of protectionism welling up in the US. In this 
article, BI details the EEC’s concerns and the official US 
reaction to them. In a future article, BI will analyze how the 
problem looks from Washington and what policies can be 
expected to result from the forces at work in the US. 


Fears in the European Economic Community (EEC) of a 
rising wave of US protectionism continue to dog trade 
relations across the Atlantic-even though the Ford 
administration stands firmly committed to free trade and has 
expressed that commitment in numerous policy statements 
and actions. 

The focus of EEC worry is on the record number of 
petitions (51 in all, but not all involving EEC exports) for 
import relief, and the complaints against foreign trade 
injuries that are currently being considered by the US Trade 
Commission, the US Treasury and the Special Trade 
Representative’s Office (sce box p. 346). All are being 
processed under provisions of the 1974 US Trade Act, which 
expanded the mechanism for such action. (For the relevant 
aspects of the US Trade Act see BI °75 p.47.) 

So far, however, no legal action has been taken against 


EEC exports. And last week the US Treasury rejected US 
Steel’s petition to impose countervailing duties on EEC 
steel exports, a petition that had significant ramifications 
for the EEC. Nevertheless, the EEC feels that its trade 
relations with the US are at the lowest ebb in years. 

The EEC Commission, in charge of overseeing EEC 
member states’ trading relations with the rest of the world, 
believes that risks to its trade relations exist on three levels: 
bilaterally, in US-EEC trade; multilaterally, at the GATT 
Multilateral Trade Negotiations in Geneva (MTN); and 
worldwide, through the possible unleashing of protectionist 
trends that the US example might encourage. 

On the bilateral basis, the EEC reckons that the value of 
its exports threatened by US retaliatory action—now that the 
steel case has been quashed—stands at just over $3 billion, 
which represents about 12% of EEC exports. Moreover, the 
EEC resents that the cases are being investigated at a time 
when the US enjoys a record trade surplus with the EEC, 
estimated by Brussels to have topped $2 billion in the first 
five months of 1975. 

But in the eyes of the Europeans, the value of the trade 
involved is less significant than the serious deterioration of 
the Ford administration’s credibility in its dealings with the 
EEC directly and through the MTN. 

For the European Community, this credibility was first 
brought into question in 1974 and early 1975 by the Ford 
administration’s handling of countervailing duty proceedings 
against EEC cheese exports to the US. Under intense pressure 
from the US dairy industry, the US government proposed 
countervailing duties against a wide range of EEC cheese 
exports that were subsidized by the EEC under the Common 
Agricultural Policy (CAP). 

This particular “war” ended in a draw in April, when the 
EEC dropped its export subsidies on a number of cheeses. In 
turn, the US granted exemptions for certain cheese imports 
that continued to be subsidized by the EEC countries. 
Although the end result was conciliatory, the EEC felt that 
the Ford administration’s inability to withstand industry 
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pressure had cast doubt on its capabilities to stand firm in all 
the other pending actions in the trade area. (The steel 
decision should help minimize these apprehensions.) 

Finally, the EEC considers the legal justification for most 
cases pending against EEC exports as, at best, shaky. 
Recently, the EEC published a report criticizing the basis for 
the potentially most damaging case, an anti-dumping 
complaint against auto imports, filed by Congressman John 
Dent (D, Pa.) and the United Auto Workers. While the 
industry group, the Motor Vehicle Manufacturers’ 
Association, has not argued actionable injury, the US 
Treasury is going ahead with an investigation. 

In its report, the EEC points out that the anti-dumping 
article of GATT requires such injury to be assessed in relation 
to domestic production of like products. The EEC alleges 
that available production data shows US small-car production 
prospering despite the problems faced by the auto industry as 
a whole. (Nevertheless, the figures also show a rising 
percentage of the US market for compacts going to 
imports—from 14% in 1973 to 17.4% in 1974 and 18.4% for 
the January-July period of 1975.) 


The GATT game 


At the second level, the context of GATT negotiations, 
the EEC maintains that it will now be negotiating with a 
double handicap. First, the EEC is convinced that the US is 
less willing than it has been in the past to respect its 
international commitments. And secondly, according to the 
EEC, the new body of pending trade jurisprudence in the US 
does not seem to have much regard for GATT. The result of 
this double handicap, the EEC Commission fears, is that the 
EEC will have to make concessions to obtain the abolition of 
US administrative and legislative procedures that should 


Cases that Concern the EEC 


Type of Value of exports 

Product complaint (in $ millions) 
Autos 2,547 
Bolts, nuts and screws 
Canned ham 
Cap screw 
Float glass 
Footwear 
Gloves 
Knitting machines 
Ski bindings 
Slide fasteners 
Stainless & special steels 
Stainless flatwear 
Water pumps 

Total 


Anti-dumping 
Injury 

Export subsidy 
Export subsidy 
Regional aid 
Injury 

Injury 
Anti-dumping 
Anti-dumping 
Injury 

Injury 

Injury 
Anti-dumping 


* Rejected by Treasury last week. 


BUSINESS INTERNAT Oh Orove 


never have been permitted in the first place. 

Perhaps most significant, the EEC feels that months of 
going through the complex US legal processes and 
investigations could undermine the spirit of the MTN in 
Geneva, especially since the negotiations are presently in 
their most difficult and sensitive phase. 


Washington’s response 


The Ford administration has begun to respond to the 
outcries from Brussels. Over the past two months, President 
Ford, Secretary Kissinger and Treasury Secretary Simon have 
publicly proclaimed the basic commitment of the Ford 
administration to free trade. And Special Trade 
Representative Frederick Dent, while conceding the record 
scope of the pending 51 cases, has spent considerable time 
and effort in recent weeks reassuring the EEC. 

In the effort, Dent points out that prosecution of the 
pending cases is likely to enhance the outlook for free trade, 
since the Trade Act has speeded up the timetable for such 
investigations. A fair number of complaints date back several 
years, and the Ford administration feels it is bringing past 
history up to date. 

Dent also notes that the pending actions are all in the 
private sector and are reactive, rather than brought by the US 
government or indicative of aggressive and arbitrary 
impositions on the spirit of free competition. He also asserts 
that the amount of trade involved is actually small. The US 
estimates that four fifths of the trade volume in question is 
covered by the auto and steel cases, and that the remainder 
represents less than 5% of EEC exports to the US. 

Finally, Dent argues that to date only two cases have 
resulted in a finding of restrictive practices, and the more 
important of the two, involving $120 million worth of 
cheese, was suspended. This leaves a $3 million Polish 
golf-cart case as the only concrete instance of the alleged 
protectionist trend. 

Nevertheless, the Ford administration acknowledges the 
existence of protectionist pressures in the US, but stresses 
that such pressures exist in every country. More 
consequential, Dent argues, is the Trade Act itself, passed in 
Congress by an overwhelming majority, coupled with the 
ongoing policies and affirmative actions of the administration 
in support of free trade. 


But Dent senses danger 

However, as Dent sees it: “We are at a very precarious 
juncture .... For any nation or group of nations today to 
unleash unwarranted forces of retaliation would, in effect, 
resign us to the runaway reaction of increased domestic 
pressures already abetted by worldwide economic stagnation 
and unemployment. This would not only scuttle our 
forward-looking efforts in Geneva, it would also jeopardize 
the multilateral trading system which has served us so well 
since World War II, and which we are now so painstakingly 
attempting to modernize and improve to meet the changing 
economic conditions of a volatile world.” 
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BELGIUM 


Social Dynamics. While Belgium has 
been faring reasonably well despite the 
continuing economic slump, the 
tensions of high unemployment and 
inflation could threaten a basic social 
stability, which has been maintained in 
the face of deep-seated cultural divisions 
and a history of revolving-door govern- 
ments. The main questions now are: 
when will the economic upturn begin in 
earnest, how far will the government go 
in new efforts at stimulation, and when 
will the government be able to deal 
definitively—as pledged—with some 
deeper structural problems such as 
economic decentralization and regional 
conflicts between the two linguistic 
groups, the Flemish and the Walloons. 

Proposals for immediate economic 
action have been delayed by cabinet 
squabbling and the inability to get 
industry and labor to concur. One 
proposal to tone down inflation and the 
rapidly rising labor costs of the 
automatic wage indexation system (tied 
to the consumer price index) has the 
potential for unleashing widespread 
unrest if it is pushed through. Industry 
maintains that the indexing system, plus 
the recent, high negotiated wage settle- 
ments, may be pricing Belgium out of 
international markets. Labor, however, 
is unwilling to consider any major 


CRP 
Industrial Producti 


THE NEXT FIVE YEARS— 


® Continued social stability 
®@ Economic upturn in 1976 
@ Lower wage settlements 


changes in the indexation scheme. 

Possible incitements to general un- 
rest—inflation and unemployment—have 
so far had no significant overt effects, 
but there is a lack of confidence in an 
already shaky government. Labor has 
been holding back, possibly too afraid 
of additional unemployment to mount 
widespread protests. The government 
has seemed hesitant to pursue strong 
economic action and social reform, 
although some expansionary moves have 
been made in the past several months 
because of the steadily deteriorating 
labor market. 

Flemish-Walloon tensions are some- 
where below the simmer point, and few 
Belgians foresee anything as drastic as 
civil war or even major manifestations 
of unrest. The conflict, however, will 
remain a threat to the life of any 
government, despite measures over the 
past year to grant a degree of autonomy 
in land-use planning, regional economic 
policy, cultural affairs and education. In 
the near future, these tensions will 
probably be overshadowed by common 


Retail Prices =====— 


Wholesale Priceso=a= 


economic concerns. 

The overall outlook for the medium 
term is for economic recovery and social 
stability, while governments may come 
and go. Social and economic institutions 
will probably not be changed dramati- 
cally, either by government reform or 
popular upheaval. Belgium will remain 
very much a free enterprise country, 
although there may by increasing 
government participation in the energy 
sector, further tightening of environ- 
mental controls and increasing worker 
participation in industry at both the 
profit and managerial levels. 

Politics. Social Christian Premier Leo 
Tindemans’ coalition government has 
now been in office for more than a year, 
but has not had enough support to build 
a truly effective power base. Although 
Tindemans has the nominal support of 
the linguistic parties, divisions within his 
own party have hampered his attempts 
at consolidation. The opposition Social- 
ist party—itself suffering from a moder- 
ate-extreme leftist schism—is still a 
potent force, with 25% of parliamentary 
seats and a strong voice in labor. 

The Tindemans regime should sur- 
vive at least until the local elections 
scheduled for the end of 1976. In the 
next general election (set for 1978, but 
it could be held sooner), the Socialists 


Percent change from previous year 


59 61 65 irs 69 71 


73 


63 
BUSINESS INTER RRKeMed For Release 2004/10/13 


Percent change from previous year 


x) rid 19 59 61 


63 


65 6 69 a 13 15 W 79 


:3@d A-RDP88-01315R000100520001-9 OCTOBER 31, 1975 


Approved For Release 2004/10/13 


imetal/Copperweld Fracas @ 
Illustrates Problems 


Of Investing in the US 


In recent weeks, the issue of foreign investment in the US has 
resurfaced in the business community and, to a lesser extent, 
in the executive branch of the US government and the 
Congress. One event that triggered revival of interest in the 
subject was the public tender offer in September by Societe 
Imetal, a French holding company controlled by Baron Guy 
de Rothschild, for Pittsburgh-based Copperweld Corporation, 
a $321 million producer of specialty steel products. 

The tender offer, which expires today after being 
extended several times, and developments following the 
original offer, represent early skirmishes in what may turn 
out to be another long, heated and costly takeover battle (see 
BI °75 p. 237 for a previous case). The clash reveals that 
Prospective foreign investors still have much to learn about 
the best way to make their US debut. More important, the 
nationalistic campaign being mounted by Copperweld in 
opposition to the offer is a poor advertisement for 
investments in the US—investments that both the US 
administration and many states welcome and encourage. 


A classic takeover fight 


The Imetal-Copperweld predicament is a textbook 
example of management resistance to a public tender offer, 
with two differences. The first is that Copperweld’s 
management controls only a miniscule amount of the firm’s 
stock and so cannot block the offer or even influence its final 
outcome through retention of its own shares. It must, 
therefore, convince a majority of its shareholders that the 
Imetal bid is not in their best interests. 

The second difference is that Imetal is a foreign-owned 
company. Despite the US’ traditional open-door policy for 
incoming investment, the issue of foreign ownership of US 
companies has a strong emotional appeal in these post-OPEC 
days and is more dramatic than some of Copperweld’s other, 
more reasonable grounds for opposing the takeover. (The 
more reasonable resistance includes Copperweld’s fear that it 
would lose many of its export markets to Imetal subsidiaries 
or that Imetal would not continue Copperweld’s substantial 
rate of reinvestment—68% of earnings over the past five 
years.) 

Given the formidable task of stopping the takeover almost 
entirely by persuasion, Copperweld has opted to play the 
nationalistic theme to the hilt through a massive public 
relations and press campaign. It also allied itself with a major 
labor union, the United Steel Workers, whose statements, 
picketing of the French embassy in Washington, and other 
public protests have lent an air of hysteria to what is basically 
a straightforward business proposition between the 
shareholders of both Imetal and Copperweld. 
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Simultaneously, Copperweld initiated a variety of legal 
actions against Imetal, and Imetal responded with charges of 
its own. Copperweld was unsuccessful in its first effort to 
have the offer enjoined in federal district court, but is now 
appealing the ruling. Even if Copperweld fails to halt Imetal’s 
bid altogether, the delay caused by the legal wrangling 
provides more time for Copperweld’s public relations 
campaign to win stockholders over to management’s view. 


Mistakes on both sides 


Copperweld’s xenophobic arguments may make attention- 
grabbing headlines, but they do not make much sense. The 
newly created US inter-agency Committee on Foreign 
Investment (BJ °75 p. 219) looked into Copperweld’s charges 
against Imetal (at Copperweld’s request) and concluded that 
the committee had no basis for interposing itself in this 
transaction. (The committee’s primary concern is with direct 
investment in the US by foreign governments, although it 
may review extraordinary private investments which would 
adversely affect the US national interest.) 

In arriving at this conclusion, the committee drew upon 
the Commerce Department, the Securities and Exchange 
Commission, the Justice Department and the Defense 
Department, with each of these agencies examining possible 
implications of the takeover. The committee’s reaction made 
clear that Imetal’s bid for Copperweld is not the threat.to the 
US that Copperweld’s management would have its 
shareholders and the public believe it to be. 

Imetal, for its part, was conspicuously remiss in making 
every possible effort to win Copperweld management’s 
support. (As AI noted in connection with the 
recently concluded Ronson-Liquifin case, the risks are 
extremely high in a tender offer when the management of the 
target company is opposed to the takeover.) In failing to 
make the requisite effort, Imetal ran risks that were not merely 
financial, including the creation of hostility on the part of 
workers, local communities, suppliers and others. 

Though it is crucial to enlist management’s support in a 
situation where management controls a sizable amount of 
stock of the target firm, the Copperweld-Imetal case suggests 
that it is important as well where management owns very 
little stock. The Copperweld-Imetal fracas also illustrates for 
potential foreign investors in the US that US corporate 
managements wield power beyond that which they may have 
as stockholders, particularly if they have run a successful 
company. Even paying a premium price for stock (Imetal is 
offering $42.50 per share for shares that have never traded 
higher than $34.50) may not be enough if management has 
won the loyalty of its shareholders. 

In addition, though Imetal studied US industry and 
picked Copperweld out of a carefully compiled list of 200 US 
firms, it apparently did not do all its homework on the 
chosen target. If it had, it would have learned that the steel 
industry, and the specialty steel segment of that industry in 
particular, has traditionally been very protectionist, calling 

(Continued on page 352) 
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can be expected to show strong gains if 
the Social Christian economic perfor- 
mance is not satisfactory. At that point, 
the Socialists may well return to the 
governing coalition, and possibly even 
dominate it. 

Anatomy of the Market. After a 
respectable growth record in the 4-6% 
range for several years, Belgium will 
probably have a zero or slightly negative 
rate in 1975. Recovery should begin in 
1976, but with the country so heavily 
dependent on trade, the timing will 
depend largely on the economic perfor- 
mance of its principal trading partners. 
A return to the range of 4% plus per 
year is likely thereafter, given adequate 
foreign demand and maintenance of 
strong private consumption. 

Industrial production will decrease 
around 2-3% in 1975, with the sharpest 
declines in chemicals, textiles and 
metals. A 4% growth rate should be 
regained in 1976 and continue for the 
medium term. 

Private industrial investment has 
plummeted in 1975, but a steep drop in 
the total investment figure will be 
prevented by heavy government expen- 
ditures on subsidized housing and other 
construction. The investment total will 
fall by about 1-2% this year and begin a 
sluggish recovery in 1976. A tax-credit 
investment incentive, announced earlier 
in 1975, was too limited and too late to 
have a consequential effect. 


Private consumption, propped up by 
wage indexation but hampered by low 
employment, will be slightly positive in 
1975, growing about 1.5% in real terms, 
and begin a swing back towards the 
customary 4-6% rate afterwards. 

The increase in consumer prices in 
1975, at about 13%, will be in the same 
range as in the previous year—and 
unacceptable to the government and the 
public. No significant lowering of 
inflation is expected without some 
change in wage policy, but the rate 
should come down slightly in 1976-77, 
due to the easing of other inflationary 
pressures. 

Imports and exports will rise only 
marginally in 1975 (2% and 1% 
respectively), but both should approach 
a normal stride (5-7%) in 1976. The 
short-term export improvement will 
depend heavily on recovery in France 
and Germany, Belgium’s two main 
trading partners. Chemicals, heavy 
machinery and mineral products are the 
export sectors expected to show the 
greatest advances over the next few 
years. Imports will continue to grow at 
a slightly higher rate than exports. 

Foreign Investment. Foreign invest- 
ment continues to flow into Belgium, 
regardless of the economic slump and 
skyrocketing wage costs. Belgium has a 
receptive attitude, relatively little state 
intervention and little prospect of 
large-scale nationalization. A possibly 


GZ 


troublesome innovation for investors— 
cancellation of some tax benefits for 
foreign employees—was modified earlier 


this year after protests from the 
foreign-business community (BI °75 p. 
165). 


In 1974 new foreign direct invest- 
ment leaped almost 100% over 1973, 
the largest amounts coming from the 
US, France and the Netherlands, while 
German investment dropped by 14%. 

Direct US investments totaled 
Bfrl2.3 billion (Bfr39:$1) and ac- 
counted for 50.5% of the total. 

Three leading US companies started 
their Belgian operations, representing a 
total capital investment of Bfr100 
million. They are: Hercules Inc, which 
formed Hercules Chemicals SA in Paal 
(East Flanders) to manufacture plastic 
products; Avery Products Corp, which 
set up Fasson Belgie SA at Turnhout for 
the production of self-adhesive materi- 
als; and Campbell Soup Co, which 
established Biscuits Delacre SA at 
Lambermont to manufacture a wide 
range of sweets. 

Currency. Currently in the European 
snake on a two-tier basis, the Belgian 
franc is one of the strong currencies of 
the group and likely to remain stable— 
with a balance-of-payments position 
bolstered by the expected high capital 
inflows. The recent rate of Bfr3940:$1 
might taper down in the medium term 
but should remain essentially stable. 
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Developing Countries @ 


Push To Revise 
Global Patent Code 


One of the areas of possibly explosive confrontation in the 
ongoing demand of developing countries for “a new 
economic order” is the transfer of technology, with its 
complex, practical requirements and deep emotional 


overtones. (For the main themes in the LDCs’ “credo” on the 
topic, see box below.) 

One of the main articulators of the LDCs’ position has 
been—and continues to be—the United Nations Conference 
on Trade and Development (UNCTAD), which has already 


LDC Credo on Technology Transfer 


UNCTAD and WIPO are only two of a myriad of 
intergovernmental and __ international private 
organizations currently conducting “studies” of the 
patent system. In addition, patents are under scrutiny in 
the United Nations Economic and Social Council 
(ECOSOC); the UN _ Industrial Development 
Organization (UNIDO); the UN’s regional commissions 
for Europe, Latin America, Asia and Africa; the 
Organization for Economic Cooperation and 
Development (OECD); and the Organization of 
American States (OAS). 

UNCTAD and WIPO are, however, the critical 
organizations because the basic issues at this point are at 
least as much political as they are technical. UNCTAD is 
the main platform for what one expert, an international 
corporate patent attorney, has called “a set of premises 
which by now have become almost a credo in the 
underdeveloped world.” 

The credo’s primary points are: 

1. The intellectual property system—and particularly 
the patent system—is critical for the industrialization of 
the LDCs. 

2. The existing system does not help the LDCs. It 
actually perpetuates their backwardness, and is, in fact, 
an instrument of exploitation of the have-nots by the 
haves. 

3. Treating foreigners and nationals equally under the 
law (rather than favoring the latter) reinforces this 
inequality. 

4. The patent system, instead of promoting local 
manufacturing, maintains import monopolies. 

5. Since the LDCs have been exploited by the 
developed countries, developing nations have the right to 
insist that the sins of the past be corrected—and 
compensated for—now. 
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devised a “‘code of conduct” of its own to embody what 
multinational firms should, and should not, do about making 
their technology available to the developing world. 

Conforming to the voices of other LDC spokesmen in the 
tecent past, UNCTAD’s utterances became increasingly 
shrill—and unrealistic—in 1973 and 1974, signaling.a point of 
no return for the interaction of LDCs and international firms. 
However, also in keeping with its companion LDC voices, 
UNCTAD’s most recent meeting (last month) on various 
aspects of technology transfer finally veered from the 
conflict path to a more realistic attitude. 

Avoiding the danger of confrontation is of utmost 
significance to companies and countries alike. The key 
elements in doing so include: first, avoiding uncompromising, 
all-or-nothing positions; second, maintaining a dialogue to 
work toward practical solutions acceptable to all sides; and 
third, recognizing the other side’s needs and incentives, i.e. 
the genuine needs of developing countries for access to 
technology and the returns MNCs must have to invest in and 
license technology. 

From the MNC perspective, probably the wisest course (in 
addition, of course, to keeping abreast of developments) is a 
low-key, practical approach, seeking to educate both the 
developing and developed countries’ governments as to what 
is really at stake for an owner of technology. 

UNCTAD took a step in the direction of facing facts 
when, in its September meeting, it expressly recognized that 
the World Intellectual Property Organization (WIPO) is the 
specialized UN agency having primary professional expertise 
and, currently, direct responsibility for general patent and 
related technology utilization on a global basis. (For a 
description of WIPO activities and attitudes, see BI °75 p. 
209.) 

UNCTAD spokesmen continue, however, to push 
negotiations for revising the existing global patent agreement, 
the Paris Convention of 1883 (as amended over the years), 
which is adhered to by 80 nations. Changes are to be worked 
out in the next year or two, including a Model Patent Law to 
accord preferential treatment to the Third World. 


Conciliation Service EB: 


Launched for Disputes 
Of US/Japanese Firms 


International companies based in the US and Japan have had 
numerous profitable relationships, but they have also had 
their share of problems. This is particularly true in 
undertakings involving intellectual property rights of various 
kinds—including, but not limited to, patents, trademarks, 
copyrights, know-how and licenses—where the cultural 
assumptions, business practices and, quite frequently, legal 
systems are at considerable variance. 

In the past, such differences had to be bridged via 
time-consuming and expensive litigation or formal arbitration. 
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Now, a new service is available to firms that is both 
cheaper and quicker. It is the recently established 
conciliation service of the Pacific Industrial Property 
Association (PIPA). The PIPA approach is simple but has 
enough formality to make it function expeditiously. The 
outcome is intrinsically nonbinding, ie. neither party is 
penalized if the dispute is not settled. In addition, there are 
specific regulations to protect proprietary and confidential 
information, 

Shozo Saotome, a director of Mitsubishi Chemical with 
responsibility for his company’s worldwide licensing 
operations, heralds the PIPA procedure and notes that it can 
be referenced by an appropriate contract clause as well as 
brought into play under existing agreements. Mr. Saotome 
also points out that while the conciliation service is 
essentially designed for problems arising between Japanese 
and US companies, it is available to executives of other 
nationalities as well, as long as one of the disputants is either 
US or Japanese. Speaking for US-based firms, PIPA’s 
American group president Harold Levine, who is vice 
president and patent counsel for Texas Instruments, also 
hailed the development of the conciliation service as a 
welcome contribution. 

Conciliation could cover a wide range of issues from, for 
example, a dispute that involved a Tokyo-based company 
that used the “IBM” initials on jumper suits sold in Japan, to 
controversies arising under the new Japanese chemical and 
pharmaceutical law, which covers both processes and 
products. 

PIPA’s role, which entails a nominal fee, is primarily 
limited to providing a structure to the conciliation process. 
PIPA maintains a comprehensive list of conciliator-specialists 
(retired professionals or academic experts) for selection by 
disputants, and expedites the setting of necessary 
proceedings. No records, except for some statistics, are kept; 
confidentiality is preserved; and the parties are not bound by 
solutions generated in the exchange—partially or 
wholly—unless they agree. 

An 18-page booklet which spells out fees, selection of 
conciliators, proceedings format, and other substantive 
details is available in English and Japanese. Information, 
including the procedures to initiate a conciliation, can be 
obtained from: 


In the US 

Pacific Industrial Property Association 
P.O. Box 3477 
Grand Central Station 
New York, New York 10017 


In Japan 

Pacific Industrial Property Association 
c/o Japan Pat. Assn. 
5, 2-chome, Kanda Ogawamachi 
Chiyoda-ku, 
Tokyo, Japan 
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Brazil’s New Policies, 
Problems and Prospects 
Analyzed in Bl Report 


Over the last dozen years, a number of forces have combined 
to make Brazil one of the world’s favored sites for foreign 
investment. Like the rest of the world, however, Brazil is now 
facing an array of problems that represent new 
challenges—and adjustments—for companies which already 
invested in Brazil or are planning projects for that country. 

Responding to balance-of-payments problems seriously 
exacerbated by the steep cost of oil imports, a reduced 
growth rate caused by recession in its major markets (the US, 
Western Europe and Japan), a renewed bout of inflation, and 
domestic demands for wider income distribution and a 
less-restrictive political system, Brazil has taken a number of 
measures that affect international companies directly and 
sharply. 

While foreign investment remains welcome, investment 
projects now are scrutinized meticulously for what they offer 
to the Brazilian economy and for what they contribute to 
solving Brazil’s present problems. Incentives, while still 
available, are on a considerably less generous scale, and 
imports are becoming more costly because of higher tariffs, 
prior deposits, longer credit terms and a deliberate slowdown 
in administrative procedures. Price controls have been 
liberalized in some ways, but tightened in others. More credit 
is chanelled to locally owned firms as a matter of government 
policy. Technology payments are X-rayed as never before. 

There is also a new thrust in developmental policy. The 
national development plan for 1975-79 calls for a reshaped 
agricultural policy, new directions in industrial 
policy—including import substitution for a number of basic 
industrial products that Brazil now imports in considerable 
quantities, a new line of manufactured exports, 
decentralization, and development of domestic 
technology—and the creation of a broader domestic market 
for simple, mass-produced goods, particularly consumer soft 
goods. This expanded market, which is largely the province 
of domestic industry, is to be created via a steady, if not 
spectacular, growth of the labor force, coupled with some 
increase in real purchasing power at the lower economic 
levels. 

Just how the change in direction, emphasis and ground 
rules influences international companies is described in a new 
BI research report, Operating Successfully in a Changing 
Brazil, which has just been issued. As customary in BI 
reports, the study not only analyzes the problems and 
prospects, but offers concrete examples of how international 
companies cope with both. 

The report is available from all Business International 
offices, at the price of $120. Executive Service and Associate 
Clients will receive entitlement copies. 
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LATEST FROM MADRID... 

The consensus in Spain is that-Prince Juan Carlos is inheriting 
a good administrative organization and that his appointment 
as Chief of State will put an end to the political uncertainty 
which has plagued Spain in recent years. Franco’s departure 
from the political scene will speed up the introduction of 
democratic reforms and reopen the doors for negotiations 
with the European Economic Community. 

The new king will have “supreme power of admin- 
istration,” but he will have less power than Franco had. So to 
ensure his position, Juan Carlos may hold a 
referendum to get majority approval of the reforms he 
intends to introduce. For the present, he may also keep 
Carlos Arias Navarro as prime minister and name a “Cabinet 
of National Union,” incorporating some representatives of 
opposition groups (excluding the communists), members of 
the current establishment, and a sprinkling of technocrats. 
Thus far, everything points in Juan Carlos’ favor. Since his 
designation as successor to Franco a year ago, he has gained 
in popularity and has the support of the Catholic church and 
the army, especially the new generation of officers. 


ee Se 
IMETAL/COPPERWELD FRACAS (Continued from page 347) 
for import quotas, tariffs and “Buy American” plans at 
every opportunity. 

Further, the state of Pennsylvania, especially the western 
part, is one of the more protectionist regions in the US. 
Possibly, this is due to its long connection with the steel 
industry. In any case, Congressman John Dent, who 
represents the area, was one of the first, and remains one of 
the staunchest, proponents of foreign investment controls in 
the US. The recent hearings in Pittsburgh, Pennsylvania, on 
the Copperweld takeover bid were held by Congressman 
Dent, under the auspices of his Subcommittee on Labor 
Standards. By any calculation, Imetal’s choice of a specialty 
steel company in Pittsburgh was impolitic. 

Finally, Imetal could have saved itself at least one major 
investigation, and perhaps a court case, if it had sought an 
opinion from the Justice Department on its proposed 
takeover under the department’s Business Review Procedure 
(BI °74 p. 98). The Justice Department is presently 
conducting an investigation to see if, in fact, Imetal’s 
acquisition of Copperweld would violate US antitrust law, as 
Copperweld alleges. Even if the Justice Department finds 
insufficient cause to bring suit, there is a strong possibility 
that Copperweld itself will do so. (The Justice Department 
believes that a requirement for pre-merger notification, such 
as the one contained in S. 1284, now before Congress—see BI 
75 p. 341—would help it in these investigations. In the 
Copperweld-Imetal case, the Justice Department learned of 
the proposed takeover only after the public announcements 
were made by the two companies.) 
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WESTERN EUROPE 

France has taken another step to firm up its price controls. 
Fearful of the inflationary pressures that will result from the 
hefty reflationary package announced last month (8B! '75 p. 
305), Finance Minister Jean Pierre Fourcade will strengthen 
existing measures limiting profit margins. Such limits now 
exist for food and household products (B/ '75 p. 184), but 
additional products are to be covered, and at all levels: retail, 
wholesale and imports. Fourcade says the margins will be 
discussed with the affected industries through their trade 
associations. The government is also reviewing controls on 
services to make them more efficient. 


NORTH AMERICA 

Direct foreign investment in the US continues to grow, but at 
a diminished rate and in a changing pattern. Latest figures 
show a rise of 20% in 1974 and a 200% increase since 1961. 
The total, however, still amounts to less than $22 billion at 
end-1974. (This compares to more than $120 billion directly 
invested abroad by US-based companies.) In the first nine 
months of 1975, direct foreign investment in the US fell 
slightly to 119 new investments (in manufacturing) from 200 
such investments in the comparable period of 1974. 

The new pattern of investment shows an accelerating shift 
to acquisitions, even though this can be complicated and 
costly unless carefully prepared (for one example, see p. 
347). Acquisitions represented 40% of all direct foreign 
investment this year, as opposed to 36% in 1974, 22% in 
1973 and 19% in the late 1960s. 

Indirect foreign investment in the US now stands at 
$80-85 billion, 75% more than previously estimated. The US 
Treasury reports that such investment is about equally 
divided among corporate stocks, US government bonds and 
notes (with maturities of more than one year), and corporate 
debt instruments. Most of the corporate securities are held by 
individuals and companies, with government debt 
instruments mainly in the hands of central banks. 


The Financial Accounting Standards Board (FASB)—the US’ 
professional rule-making body—has issued its final statement 
on translation accounting. This statement disposes of all but 
one method for translating foreign currency denominated 
transactions and financial statements into US dollars. 
Moreover, it eliminates exchange reserves and calls for the 
recognition of exchange gains or losses in the income 
Statement of the period in which the rate change actually 
occurs. 

Under the new rules, effective for the fiscal year beginning 
Jan. 1, 1976, cash, receivables and payables must be 
translated into US dollars at current exchange rates, while 
other assets, including inventories carried at cost, and 
liabilities must be translated at the historic rate of exchange. 
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The Trading Company: 
A New Way To Cope 


With Global Changes 


Use of what are loosely called “trading companies” is evoking 
sharply rising interest among international companies. With 
operations abroad buffeted by sudden, acute swings in 
international business conditions in recent years—caused by 
such factors as inflation and recession, shortage/glut 
problems and currency exchange uncertainties—and 
worldwide competition increasingly intense, some 
international firms have designed trading companies as one 
form of positive corporate response. 

Trading companies, one of Japan’s important 
contributions to international organizational theory and 
practice, can take a number of different shapes. Some 
executives, in fact, feel that “marketing companies” is a 
better term, since the primary activity of trading companies 
is more akin to that of an international marketer than of an 
independent trader. This article describes how one highly 
successful version, Kaiser Aluminum’s trading company, 
works. The article following delineates another example, 
Volkswagen’s US-based “Votex.” 


The Kaiser Trading Company (KTC) was organized in 
1969 as a wholly owned subsidiary of Kaiser Aluminum and 
Chemical Corporation. Its annual sales have risen 
meteorically—from $11 million in 1970 to $195 million in 
1975 involving third parties, to $400 million including sales 
of parent company products. Its profits have jumped from 
less than $900,000 in 1970 to more than $21 million in 
1974. 

Kaiser Trading specializes in the purchase and sale of bulk 
commodities and normally deals with about 70 different 
products in four general areas: metals and minerals; industrial 
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and agricultural chemicals; energy products and nonmetallic 
minerals; and forest products. It also handles some 
semifinished products in bulk (e.g. fertilizer, cement and liner 
board), but most of its activities are with commodities. 
Although it acts as the international sales and purchasing arm 
of the parent corporation, its major responsibility is the 
trading of non-Kaiser products in world markets. These 
third-party transactions, as Kaiser refers to them, are 
conducted throughout the world and, in fact, account for 
90% of Kaiser Trading’s pretax profits. 


Scope of KTC’s activities 


KTC’s activities go beyond buying and selling. Where 
desired, it offers a total service capability (see box on next 
page for examples of two such deals), including: 

@ Transportation. KTC offers a complete transportation 
service, encompassing storage and bagging arrangements, for 
clients for whom maintenance of a specialized transportation 
and traffic staff is impractical. KTC transportation executives 
command expertise in all fields of transportation, ranging 
from dry and liquid bulk cargoes to airfreight, from the 
chartering of vessels to negotiation of terms and rates, and all 
other aspects of the physical movement of goods. 

@ Financial. KTC can provide a full line of financial services, 
comprising establishing lines of credit, oversecing collections 
and supplying working capital. 

@ Currencies. KTC supervises hedging and other currency- 
protection activities so that buyers or sellers can deal in their 
own currencies. Middlemen—shipping companies, forwarders, 
agents and others—may also wish to work in their own 
currencies and this can call for three, four or possibly even 
more currencies in one transaction. 

@ Documentation. KTC controls all documentation, 
including, for example, bills of lading, certificates of origin 
and analysis, export and import licenses, consular and pro 
forma invoices, etc. 

@ Insurance. KTC works with insurance companies to offer 
insurance coverage, and its mass-purchasing power often 
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enables customers to save on insurance rates. 

In addition to handling products, KTC also performs some 
critical international operations for its parent company. It 
‘Serves as Kaiser Aluminum’s worldwide purchasing agent, 
working on a commission basis for the domestic divisions, 
thus sidestepping the potential problem of transfer pricing. It 
represents the parent in selling alumina and aluminum 
outside the US. And it vends Kaiser technology, particularly 
patents, know-how and engineering services, outside the US. 


Organization and management 

Organizationally, KTC incorporated Kaiser’s international 
division and is staffed by many of the latter’s experienced 
international hands. Perhaps because of this, it engages in a 
number of functions, such as worldwide purchasing and 
licensing of technology, that are usually conducted by an 
integrated international division rather than a trading 
company. In fact, about the only major international-division 
duty KTC does not have is the management of overseas 
subsidiaries and affiliates. 

Structurally, KTC has a dual organization combining 
headquarters-based trading activities and offices in the field. 
There are 14 traders at headquarters, grouped into four 
trading divisions. Each of the 14, in effect, runs his own 
business, including buying and selling, and has full P&L 
responsibility. The traders are supported by assistant traders 
and clerical staffs which process the necessary documentation 
and arrange transportation, financing and other necessary 
services. 

Overseas, KTC has nine field offices that, like the traders, 
report to appropriate vice presidents, who themselves report 
to the president. The field staff maintains constant contact 
with customers, and supplies crucial input to the traders. Four 
of the nine have some P&L responsibility of their own, 
although the ultimate profit responsibility rests with the 


KTC Transactions: Two Examples 


A sizable number of KTC’s transactions involve more 
than simply purchasing a product in one country and 
selling it in another. For example, in 1974 when a key 
fertilizer, diammonium phosphate, was in short supply, 
KTC purchased phosphate in the US and sulfuric acid in 
Europe, and shipped both products to a facility in a 
third country where they were converted into 
diammonium phosphate. The end product was then 
shipped in bulk to the Middle East, where it was bagged, 
and from there was sold to a neighboring country. 

In another case, KTC bought silicofluoride in Eastern 
Europe, sent it to Asia for conversion to cryolite, and 
then sold the cryolite in two different countries. 

During the past year, KTC’s purchasing and sales 
activities have been with companies or agents located in 
50 different countries, including the USSR, Eastern 
Europe and the People’s Republic of China. 
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traders. All operate against budgets that control their costs. 
In the larger field offices, individuals are assigned to work 
with specific traders. In the smaller ones, individuals may 
have to work with more than one trader. In general, it is the 
responsibility of the head of the field office to allocate his 
human resources to various product areas. 

Communications is the key to making this organizational 
design work. The intimate and daily cooperation required is 
expressed by KTC’s president in a US football analogy: the 
headquarters’ trading divisions are the “quarterbacks,”’ while 
the field offices are the “wide receivers who actually score 
the touchdowns” (i.e. consumate transactions with 
customers). 

For support staff, KTC works very closely with the parent 
company. In the treasury area, KTC has staff that 
coordinates with the parent’s financial group, operating, for 
example, under strict rules on hedging. For legal and credit 
services, KTC also leans on corporate staff and pays 
headquarters fees for services performed on its behalf. In 
shipping, the situation is reversed: the parent uses KTC’s 
shipping capability and pays a service charge for the shipping 
services which are supplied by KTC. 


Volkswagen Subsidiary ) 
Now Trades a Range 


Of Product Lines 


Two years ago Volkswagen of Germany launched a US-based 
global trading subsidiary, Volume Export and Trading Corp 
(BI "73 p. 286). The US firm, now operating under the name 
“Votex,” has moved away from the trading concept in its 
automotive products business, but is developing a flourishing 
trading activity in other products, such as chemicals and 
textiles. The firm expects 1975 sales of about $6.5 million, 
double its 1974 level. 

(The figure includes the sales of Votex’s Mexican and 
Brazilian affiliates, but does not comprise those of its 
German subsidiary, which was set up in early 1974 to buy 
replacement parts and accessories for Volkswagenwerk AG 
throughout Europe. The German subsidiary has a sales 
volume about three times larger than that of its US parent.) 

Originally, Votex envisioned itself acting as a broker in 
the buying and selling of an economy line of auto parts and 
accessories mainly in the US. It found, however, that foreign 
auto parts wholesalers there do their own importing and, 
hence, do not need a buying agent. Because of this, Votex 
has established its own warehouses in New Jersey and 
California and now acts as an importer/distributor, buying 
for its own account and selling to automotive dealers and 
jobbers. It handles parts for Volkswagens primarily, but also 
for other European cars. 

In 1974, Votex bought most of its automotive items in 
Brazil and the US, but in 1975 more purchases have come 
from Germany. This gradual shift back to Europe as a source 
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of supply is due to the preference of many US buyers for 
German parts and the strengthening of the US dollar against 
the Deutschemark. The firm sells many well-known auto 
parts under their own names, but markets lesser-known 
products under the Votex name. 

Votex’s activity as a trader, rather than a distributor, is 
now centered on nonautomotive products, most of which it 
buys in the US and elsewhere and sells to customers in 
Europe. The firm has two traders at its New Jersey 
headquarters and four in Germany. Though volume is still 
modest, it is increasing, and Votex sees this business as its 
major growth area. Its deals thus far include: denim from the 
US sold to European apparel makers; chemicals from the US 
sold to European manufacturers; and fertilizer from Mexico 
sold to customers in India. A rather surprising development 
in 1974 was the purchase of European ethylene glycol, which 
Votex sold in the US, despite a very high price. Because the 
US was experiencing a shortage of this chemical, which is 
used in automotive antifreeze, the sale—reversing the more 
usual pattern—was possible. 


Foreign Investors Find 5} 


India’s Emergency Rule 
A Double-Edged Sword 


When India introduced its new emergency rule in June, many 
international firms wondered just how the new political 
situation would affect the business climate—strategically and 
operationally. All kinds of reports, censored under the 
emergency’s rules of the game, have emerged from India, 
presenting neither a very clear nor a very dependable picture. 
To find out what it is really like to operate in India today, 
BI’s Asian editor has just visited the country and touched 
base with a number of international firms on the spot. The 
article below summarizes their experiences and expectations. 


India’s state of emergency, proclaimed for both political 
and economic reasons, has altered the climate for foreign 
investment. A few of the country’s more painful operational 
headaches have been ameliorated, at least for the time being. 
At the same time, however, the emergency has exacerbated 
the frustrations firms face in other areas or, at best, has 
created only cosmetic improvements. 


The good... 

Labor, whose erratic behavior in the past often made 
difficult problems worse, has had its wings clipped. By 
decree, a virtual ban has been placed on strikes and work 
slowdowns. One US-based firm, facing wildcat job actions at 
its plant, informed the government, and the strike. ended 
within 48 hours. “Casual leave,”’ a practice which led to high 
tates of absenteeism, has been abolished now as a general 
principle. Bonuses paid to workers have been cut by 50-70% 
in most industries to reflect the rapidly dwindling inflation 
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rate. (Under India’s Bonus Act, workers were allowed to 
negotiate bonus agreements with their employers 
significantly higher than those required by law. This 
provision has been eliminated. In the textile industry, for 
example, bonuses this year are likely to average 4% of base 
pay, compared to 10% last year.) 

Most firms are skeptical about the permanence of 
improved. labor conditions, however. While alteration of the 
bonus system is likely to be a lasting change—companies and 
workers in some industries are already hammering out bonus 
plans linked to productivity for the coming year—many of 
the other improvements will probably be temporary. Several 
companies are anticipating a revival of union activity, 
emergency or not, within three to six months. Firms claim 
that the current labor acquiescence does not reflect a serious 
change of attitude but stems from fear. And they believe that 
labor discipline sprouting from such roots cannot last very 
long. 

Transportation, the weakest link in India’s distribution 
system, has also improved. The reshuffle of railway 
management that followed the 1974 strike, computerization, 
and recession with its reduced demands, have cut delivery 
delays by as much as 50%. One international firm, which uses 
the railroads to transport locally produced raw materials to 
its plant, used to get promises of delivery in nine days, with 
shipments actually taking about three weeks. Now, railway 
officials contact the company in an active marketing effort, 


More Production Wanted 


Foreign firms in India can now increase production 
beyond their “licensed capacity” in 30 additional 
industries, provided the excess is either exported or 
“sold in accordance with government directions.” Just 
how meaningful this is to firms remains to be seen. 
India’s recession has already forced firms to maximize 
exports, and just what selling ‘in accordance with 
government directions” entails has not yet been spelled 
out. It is most likely to mean selling to a government 
distribution agency at a government-dictated price. 

The industrial sectors covered are: special alloy iron 
and steel castings; stainless steel castings; closed die 


forgings; diesel engines above 15 h.p.; pumps; electricity 


transmission and distribution equipment; power 
transformers; switch gears; electric motors; electric 
furnaces; electronic components and equipment; 
commercial vehicles; tractors; scooters; automobile 
ancillaries; industrial machinery; machine tools; 
conveyor equipment; cranes; earth-moving, mining and 
metallurgical equipment; hydraulic equipment; nitrogen 
and phosphate fertilizers; heavy chemicals; fine 
chemicals; synthetic rubber chemicals; industrial 
explosives; insecticides, fungicides and herbicides; pulp 
and paper and related products; refractories; portland 
cement; and basic drugs. 
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and deliveries are made within the promised nine days. 

While some firms feel that these better rolling railroads 
will endure, others remain skeptical; and even optimistic 
manufacturers anticipate renewed delays when this year’s 
record wheat crop enters the pipeline. 

Power generation has increased at hydro-electric facilities 
as a result of this year’s abundant rainfall, and for coal-based 
steam units due to improved transportation. In addition, the 
government is making a concerted effort to expand electric 
capacity and remove the bottlenecks that have made power a 
notorious impediment to efficient production runs. This does 
not mean that “load shedding” is a bane of the past in India, 
but companies do expect that power supply will improve 
gradually over the next five years. 


The bad... 


The bureaucracy, despite superficial signs of increased 
efficiency, is, companies report, as slow moving as ever. 
There are exceptions: One firm’s import license recently was 
approved in a miraculous 10 days instead of the customary 
four months. But in most cases, the state of emergency and 
the accompanying exhortations that the bureaucracy 
streamline its operations have had few tangible results. Public 
servants now do go to work on time and remain in their 
offices for the full working day, with many at least making a 
pretense of serious activity. But corporate experience 
indicates the thinness of the veneer. Typically, one 
Japan-based firm’s investment application, submitted in 
November 1974, has still not come any closer to seeing the 
light of day; and a US-based firm’s import license has 
vanished in the traditional morass for the past 90 days, with 
little chance that it will make its way through the 
bureaucratic mill in less than the usual waiting period of four 
to six months. 

The economy is in the doldrums. While the government’s 
tight money policy and the crackdown on profiteering have 
reduced inflation to 7-8% (compared to last year’s 30%), they 
have also severely reduced economic activity. The crackdown 
on undeclared income (“black money,” in Indian parlance), 
estimated to represent as much as 30-40% of the economy, 
has greatly aggravated existing recessionary trends. 
Consumers are unwilling to spend the “black money,” and 
traders are afraid to accept it or use it to finance inventories, 
as they did in the past. Thus manufacturers, urged by the 
government to step up production (see box p. 355) and 
prevented from laying off workers, not only lack a market, 
but are also amassing inventories that are expensive to 
finance. 

A record harvest this fall and a number of moderately 
stimulative measures planned by the government should offer 
some relief by early 1976. However, the government, not 
very realistically, sees the main solution to inventory 
accumulation and unemployment in increased exports. It is 
putting together industry-by-industry export targets that take 
little account of market conditions and, in some industries, 
no account of India’s competitive price disadvantages. 
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... and the profitable 


Recession, on top of India’s traditional operational 
problems, has resulted in reduced ROI for this year, with the 
likelihood of more of the same in 1976. But the country’s 
basic attractions, including a plethora of human resources at 
all levels of training and ability, and a potential market of 
more than half a billion people, have not lost their luster. 
Real opportunities do exist where the objectives of firms 
mesh with the goals of government. 

Specifically, companies interested in producing for the 
domestic markets have two options. One is high technology 
fields where the government does permit foreign investment 
and even majority foreign equity in a few cases. Philips of 
Eindhoven (electromedical devices), Union Carbide (coal 
gasification) and IBM (computer hardware) are considering 
this route. The other option, available in a wide range of 
product areas, is licensing and technical assistance 
agreements, with or without the possibility of minority 
equity participation. As the experiences of such firms as 
Combustion Engineering have shown, that can be a rewarding 
route (BI 73 p. 326). 

There are also opportunities for major turnkey projects. 
Two international firms, one US-based, the other Canadian, 
are currently bidding on a $600 million iron-ore processing 
project, which is based on Indian raw materials and financed 
by the end user, Iran. 


New Ancom Programs a) 


Hold Some Opportunities 
For Foreign Investors 


To many international executives, mention of the Andean 
Common Market (Bolivia, Chile, Colombia, Ecuador, Peru 
and Venezuela) conjures up images of notorious Decision 24, 
which sets tough restrictions on investment. But in the 
almost five years that have passed since passage of the foreign 
investment code, Ancom has also taken important steps 
toward becoming an integrated economic unit that 
international companies cannot afford to dismiss out of 
hand. 

With the addition of Venezuela in 1973, Ancom now has 
an aggregate GNP of about $67 billion, which equals that of 
Mexico, and warrants comparison to Brazil ($108 billion). 

Ancom’s integration model combines several tariff-cutting 
devices, the most important of which are the automatic 
tariff-cutting program and the sectorial-development pro- 
grams. 

Thus far, the automatic tariff-cutting program has worked 
well, and tariffs among the four larger Ancom countries will 
be reduced by the end of this year to 50% of their 1971 level. 
Ancom’s less-developed members—Bolivia and Ecuador—al- 
teady have duty-free access to the larger countries. 

The sectorial-development programs have been more of a 
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What Venezuela and Bolivia Want 


Venezuela and Bolivia have recently announced a series 
of projects for which they would like foreign, 
private-sector participation—on Ancom’s terms. 

The projects vary in scope. Bolivia's shopping list 
encompasses a myriad of projects in several sectors. 
Venezuela’s list is specifically tailored to the auto parts 
industry, and aims at raising local content of 
Venezuelan-manufactured cars from the present 35% to 
80% by 1980. Also, while some of the Bolivian projects 
require state participation, the Venezuelan government 
has indicated that it will intervene only if the 
private-sector response is inadequate. 


The Bolivian package 


The Bolivian government will hold a one-week 
meeting in the second half of 1976 to get potential 
investors together with the various Bolivian agencies that 
are sponsoring projects worth some $550 million. The 
UN’s Industrial Development Organization (UNIDO) has 
worked with Bolivia in drawing up feasibility studies and 
will continue to lend assistance in the follow-through 
process. 

Major Bolivian projects for which feasibility and 
prefeasibility studies have been made are: 

»A $97.3 million bagasse pulp and paper mill 
sponsored by the Bolivian Development Corp. 

» A $67.7 million caustic soda, chlorine and sodium 
carbonate plant under the auspices of the Armed Forces 
Development Corp. 

» Two sugar mills requiring investment of $39.5 and 
$41.5 million respectively, backed by the Bolivian 
Development Corp. 

» A $54 million sugar and alcohol plant under the aegis 
of the National Investment Institute. 

» Two cement plants ticketed at $20 million each, one 
with the Bolivian Development Corp as partner, the 
other with the Regional Development Corp. 


» Two saw mill projects at $16.5 and $20 million 
respectively, sponsored by the Bolivian Development 
Corp and the Regional Development Corp. 

» A $14 million foundry and a $5.7 million forge for 
the auto industry in cooperation with the Armed Forces 
Development Corp. 

» A $17.5 million wood products operation and several 
tourism projects totaling $9.4 million, with the National 
Investment Institute as partner. 

y» And a ball bearings plant, necessitating a $15 million 
investment, with the Bolivian Development Corp as a 
joint venture partner. 


Venezuela’s auto projects 


Venezuela’s auto parts plan calls for a $465 million 
investment distributed among seven plants through 
1980. Companies interested have until Jan. 15, 1976 to 
submit bids to the Development Ministry. Operations 
contemplated are: 

» A foundry with a 60,000 ton-a-year initial capacity. 
»A heavy-duty forge with an incipient capacity of 
15,000 metric tons. 

>A 46,000-unit, four-cylinder engine plant; a 
44,000-unit, six-cylinder engine operation; and a 
65,000-unit, eight-cylinder plant for private cars and 
commercial vehicles. 

»> A transmission facility to produce 164,000 units for 
private, as well as commercial, vehicles. 

» And a diesel engine plant for commercial vehicles 
over 12.5 tons with a 40,000-unit annual capacity. 

Both countries are stressing decentralization in their 
specifications. Venezuela is restricting new projects to 
the Barquisimeto, Puerto La Cruz and Cumana areas, 
away from the central Valencia region where most of the 
automotive industry is now located. Bolivia lists desired 
locations for each project, with La Paz, Cochabamba and 
Santa Cruz the most favored sites. 


struggle, but under current programs specified products are 
distributed among member countries, which then have a 
virtual monopoly for their production. Ancom designed its 
first sectorial-development program in 1972, for the 
metalworking industry, and its second this September, for 
the important petrochemical industry. At the same time, it 
approved the vehicle allotments for the automotive-industry 
program. 

The petrochemical program assigns some 50 products, in 
some cases on a shared production basis. Ancom members 
have to eliminate all duties and nontariff barriers on allocated 
products originating in the countries that have been given 
production rights. A common outer tariff will be applied to 
similar products imported from third countries. Some 100 
products earlier set aside for possible inclusion in the 


program, but not actually apportioned, will be treated in one 
of two ways: one group will be released immediately for free 
trade in Ancom, while tariffs on the rest will be reduced 
gradually to zero by 1980. 

All Ancom members have agreed not to encourage any 
industry in their countries that would manufacture goods 
assigned to other members, nor to allow any foreign 
investment in another country’s preserve. Within two and a 
half years, feasibility studies must be presented, and 
production will have to start no later than the end of 1982. 

The program adheres to the Ancom goal of balanced 
development of all members. Failure to achieve this in the 
larger Latin American Free Trade Association (LAFTA) is 
primarily responsible for that group’s lack of progress and 

(Continued on page 360) 
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Raw Material Producers wy 


Eye the OPEC Model: 
Who? Where? How? 


With the dramatic power and effect of the oil producers’ 
cartel still very much in evidence, the world’s economies— 
major and minor, developed and developing—are sensitized to 
cartels by other raw material producers that may pack a 
comparable wallop. International companies are particularly 
vulnerable because they are affected directly when the raw 
material in question constitutes an input into their product, 
and indirectly by the changes such cartels create in national 
and international markets. 

For these reasons, BI intends to keep track of major 
trends in the production, marketing and financing of 
important raw materials. This article presents a roundup of 
existing organizations of raw material producers, analyzes 
their intentions and assesses their chances of success. 


Copper 


The Council of Copper Exporting Countries (CIPEC) was 
organized in 1974 with a three-point program: production 
and/or export cutbacks (upped from an original 10% to 15% 
early this year) to be followed by price increases; a price 
system to tie raw copper prices either to refined and 
processed copper or to a general index of industrial prices; 
establishment of a buffer stock ranging from $2-4 billion to 
be financed by either the IMF or OPEC members. 

None of these objectives has been achieved. Despite the 
official 15% reduction, output in the first half of this year 
fell by only 8% from the 1974 figure; there has been no 
progress on the price tie-in system; discussions with the IMF 
and OPEC did take place, but no agreements were reached. 

A key feature of the CIPEC program in 1974 was the 
insistence that producer action, independent of consumers, 
was sufficient to stabilize the world price of copper. 

Since then, however, poor demand has resulted in low 
prices, a world surplus of about 1.5 million tons and reduced 
shipments under CIPEC’s quota system. With these 
developments, CIPEC, initially unwilling to engage in a 
producer-consumer dialogue, may yield to the possibility of 
talks when it meets at the ministerial level in mid-November 
in Lima. CIPEC members now seem to have realized that 
stable copper prices depend on a buffer stock operated as a 
joint producer-consumer endeavor. 

On the other side, consumers who have traditionally 
shunned ail cartel arrangements are now seeking a role in 
CIPEC proceedings, hoping to reduce the extreme price 
swings of the past two years. 

With these newly discovered shared interests, CIPEC- 
member Zaire and the French and Belgian governments have 
called for consumer-producer copper talks sometime in the 
near future. French President Giscard d’Estaing has expressed 


his desire to organize an international conference to examine 
the copper situation. He has also offered to discuss copper 
and other raw material issues twice a year in Kinshasa with 
the presidents of Zaire and Belgium. Although there has been 
no official CIPEC reaction thus far to the French President’s 
offers, consumers are watching to see if CIPEC will accept 
them at some point. Meanwhile, CIPEC has been trying to 
increase its producer membership so as to add to its share of 
world copper production, now at 35%. Indonesia’s 
announcement of membership is expected at the meeting in 
Lima. Also at the meeting, Australia will probably apply for 
associate membership, in accord with the Whitlam govern- 
ment’s policy to seek closer relations with developing 
countries and other exporters of raw materials. 


lron ore 


Eleven iron ore producers met in April of this year to set 
up the Association of Iron Ore Exporting Countries (AIEC). 
The association became operative, by its own rules, in 
September 1975, when Peru signed the agreement, the 
seventh country to do so. The agreement goes into effect 30 
days after being signed by the seventh country. Other 
signatories at this point are Algeria, Australia, Chile, India, 
Mauritania and Venezuela. The eleven countries produce 
about 75% of the non-communist world’s iron ore. 

AIEC intends to provide a structure for consultation and a 
clearinghouse for information with emphasis on independent 
government decision making. The group plans to study 
industrial nations’ steel expansion efforts and iron ore needs 
to help inform AIEC members on the amount of ore they 
could sell and the price at which they could sell it. The AIEC 
mechanism will not fix a floor price or export quotas and will 
not maintain buffer stocks. On the other hand, members will 
be cautioned against iron ore overproduction and counseled 
on the wisdom of entering into long-term contracts. 

So far no consuming nations have been admitted to AIEC 
membership. This exclusion is an indication that a cartel, 
rather than a clearinghouse, may be intended. However, 
AIEC hopes to avoid confrontation with consumers by 
holding consultations with them at least once a year. 
Australia, the major iron ore exporting nation and an AIEC 
member, favors a consumer dialogue. Brazil has made clear 
that it wants consumer participation before joining for two 
reasons: First, it aspires to the number one producer 
position, and second, it expects to be a major steel producer 
as well. Canada, another major producer, has declined 
consideration of membership as long as the association 
remains closed to consumers. 

The first meeting of AIEC at the ministerial level was held 
in London on Oct. 23, 1975, under the chairmanship of 
India’s Minister of Commerce, D.P. Chattopadhyaya. The 
sessions proved uneventful. Of the eleven nations that 
initiated the agreement, only six were represented at the 
four-day meetings. A decision to set up AIEC headquarters in 
London was postponed. Functional proceedings, such as the 
naming of a secretary-general and permanent staff, were 
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delayed until the AIEC finds a permanent headquarters. 
During the proceedings, an AIEC spokesman said that 
members demanded fairer prices for their iron ore, but 
emphasized that the new group was not a price-fixing cartel. 
He stressed the necessity for producer/consumer cooperation. 


Bauxite 


The International Bauxite Association (IBA) is a cartel 
that dates back to March 1974. The main goal of the 
10-nation group now is a common bauxite pricing policy. 
This goes beyond the original intention, which was to have 
IBA function primarily as an information clearinghouse. 

Criteria for establishing a minimum price level were 
discussed in September 1975 by the IBA’s working party of 
technical and economic experts from the 10 member nations. 
The 10 produce 80% of the non-communist world’s bauxite. 

The September discussions, held in Kingston, Jamaica, 
marked the third IBA meeting since February and were 
followed by an IBA executive board meeting on October 27 
and a ministerial council meeting this week (November 3-7), 
also in Jamaica. 

The main objectives of these meetings is to devise 
strategies on bauxite pricing and on utilizing bauxite 
resources to the member’s best advantage. The strategies are 
not expected to yield a basic minimum price, but rather a 
formula to determine minimum prices. The formula will 
include such variables as ore grade, mining methods and 
costs, distance from markets, internal taxation systems, and 
contributions to IBA’s budget. Also on the agenda is 
consideration of Indonesia’s future membership. 

Inventing a formula could prove difficult. Australia, the 
world’s largest bauxite producer, is expected to want a price 
floor lower than the one demanded by the more militant 
LDC members of the association. Australia’s position in the 
IBA is the chief source of friction at present. Australia has 
neither the financial pressures of IBA’s LDC members, nor 
does it share their sharply antagonistic stance vis-a-vis 
international corporations. 

IBA membership now includes Australia, the Dominican 
Republic, Ghana, Guinea, Guyana, Haiti, Jamaica, Sierra 
Leone, Surinam and Yugoslavia. Brazil should join soon. 


Tungsten 


Tungsten-producing nations met in Bolivia in April 1975 
and agreed to form a producer association aimed at creating 
price stability and defense mechanisms for the metal. 
Attempts to formalize a tungsten group date back more than 
twelve years. Carlos Iturralde Ballivian of Bolivia was named 
provisional director of the organization, which probably will 
have its headquarters in Brussels. Australia, Bolivia, Peru, 
Portugal and Thailand intend to become founding members. 
Delegates from Brazil, Canada, Mexico and South Korea have 
expressed their interest in the organization and have agreed 
to give financial and moral support. 

In mid-June, a meeting of producers in London outlined a 
plan to stabilize prices within minimum and maximum bands. 
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All the original participants, except Australia, attended the 
meeting. Two nonmembers, Brazil and China, indicated their 
concern with the proceedings by sending representatives and 
observers. 

Following the June meeting, a paper detailing the group’s 
proposals, including recommended quality premiums and/or 
discounts for concentrates and upgraded products, was 
presented to the July 28 Geneva meeting of the tungsten 
committee of the United Nations Conference on Trade and 
Development (UNCTAD). At that time, the producers sought 
to discuss their plans with consumer representatives on 
UNCTAD’s tungsten committee. The UN has provided a 
forum for tungsten talks since 1963, having been asked 
originally by Bolivia and South Korea to assume a role in 
stabilizing prices of this volatile commodity. 

In the recent past, tungsten-consuming nations who were 
represented at UNCTAD meetings have rejected attempts to 
establish minimum prices and resisted implicit threats by the 
producers to introduce controls over production and exports 
and build buffer stocks. 

It appears unlikely that the producers can organize 
effectively outside the UN. Tungsten is produced in over 30 
countries, and world production is nearly evenly divided 
between 10 market economy nations, and the PRC, the 
USSR and North Korea. This makes agreement among 
producers difficult, if not impossible. 


Rubber 


The Association of Natural Rubber Producing Countries 
(ANRPC) was organized in October 1970 in Kuala Lumpur, 
Malaysia. Since then, the group has grown to seven members: 
India, Indonesia, Malaysia, Singapore, Sri Lanka, Thailand 
and Vietnam. 

Since its inception, ANRPC has evolved into a producer 
organization that stresses the necessity for cooperation with 
consuming nations to achieve the mutual benefits of price 
stabilization. Spokesmen for ANRPC have stated repeatedly, 
and emphatically, that there is no desire to create a 
producer-dominated cartel. 

To achieve price stabilization, ANRPC’s Committee of 
Experts unanimously agreed, in May 1975, to a three-step 
program: 

e Limitation of natural rubber exports from member 
countries. 

® Establishment of an international buffer stock. 

© Simultaneous introduction of a buffer stock and supply 
rationalization scheme. 

Although all ANRPC members agree in principle with the 
association’s objectives and strategy, there have been 
disagreements over details. One major area of disagreement 
concerns the degree to which the proposed buffer stock 
should be jointly maintained and managed. An ANRPC 
meeting has been called for November 17-22 in Bangkok, 
Thailand, to hammer out technical details of supply and 
pricing arrangements and to finalize a draft agreement to be 
signed by the member nations. 
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LATEST FROM BUENOS AIRES... 

Argentina has organized another of its last ditch, emergency 
economic recovery plans that will most likely not succeed 
and only mean more problems for companies in dealing with 
labor and price controls, while adding to their tax burden. 
The key to the government plan is another “‘social contract’ 
between labor and management similar to the one in effect 
when Peron returned to power. This latest version calls for a 
six-month moratorium on strikes and dismissals, during 
which time the government will attempt to appease both 
sides via wage and price controls. The contract is already 
being breached in some industries, and this week wages were 
hiked 40% above the June increases. Meanwhile, the 
government is working on a tax reform that would raise 
revenues from their presently low 12% of GDP to some 20%. 
It also will scrutinize price rises of large companies, 
permitting profit margin hikes only when firms expand 
their productive capacity. 


WESTERN EUROPE 

German exports are perking up, indicating that the country is 
heading out of the economic doldrums—as predicted, earlier 
than most other European nations (8/ ‘75 p. 305). The 


NEW ANCOM PROJECTS (Continued from page 357) 

was a major factor in the formation of Ancom as a subgroup 
of LAFTA. The petrochemical agreement also requires that 
the more sizable countries guarantee Bolivia and Ecuador an 
equitable share. of the market for products in which they 
share production rights. Under this provision, Venezuela has 
already agreed to yield the Ancom market for high-density 
polyethylene to Bolivia, with which it shares the sectorial 
allocation through 1991. As soon as Bolivian production 
begins, Venezuela will direct all of its sales to third countries, 
unless the Bolivian plant cannot meet regional demand. 

The sectorial programs provide investment opportunities 
for companies willing to play by Ancom’s restrictive rules 
(see box p. 357 for recently announced specifics). Estimates 
are that the petrochemical program will require a total 
investment of $2.5 billion, of which $1 billion is expected to 
come from outside the region. The most significant foreign 
input will be equipment, ticketed at $400 million, while 
outlays for foreign technology and other expenses are 
estimated at $300 million each. 

Ancom’s programs for the automotive and fertilizer 
industries are expected shortly, and additional programs are 
being mapped for completion next year. A multisectorial 
proposal covering production of glass, fine chemicals, 
pesticides, dyestuffs and some organic chemicals is already 
being drafted and will be presented for consideration in 
mid-December. A program for the electronics sector is also 
expected to be ready before the end of the year. 
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upswing in orders has taken place over the last three months, 
with a pronounced acceleration in September. In that month, 
exports climbed back to last year’s level, with capital goods 
the lead item. Industrial orders for the domestic market are 
doing even better—another significant signpost of economic 
recovery. Those orders were up 6% over the levels of 
September 1974. 


The Turkish lira was again devalued this week, the sixth time 
since May 1974. At TL15:$1, this 1.69% downward 
adjustment brings the total change in the value of the lira to 
11.11% in 17 months. The minidevaluation is consistent with 
the government policy of small downward readjustments as 
opposed to major devaluations. Primarily because of Turkey’s 
mounting trade deficit, further small declines in the lira are 
expected in the course of 1976. 
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MIDDLE EAST 

The exodus of companies from Beirut is almost becoming a 
stampede. In recent weeks, dozens of companies, including 
First National City Bank, International Harvester and 
Goodyear, have moved out. Many other firms are packing 
their bags, or preparing to do so—all convinced that prospects 
are dim for a definitive end to civil strife. Emerging as the 
paramount alternative to Beirut as headquarters for Middle 
East operations is Athens, which is welcoming the inflow, but 
is also getting crowded and expensive as costs of office space 
and apartments skyrocket. 


East-West Technology Exchange 


Companies that are interested in discussing the problems 
involved in selling US-origin technology to socialist-bloc 
countries may want to attend the US Commerce 
Department’s “East-West Technological Trade 


Symposium,” scheduled for November 19th at the State 
Department in Washington, DC. The all-day meeting will 
feature high-level representatives of the State and 
Commerce Departments, the Office of Senator Henry 
Jackson (D, Wash.) and the AFL/CIO, as well as 


corporate executives who have had experience in this 
field. 

There will also be discussion of the possibilities for 
reverse flows of technology from socialist countries to 
the US and analysis of corporate experiences in dealing 
with the People’s Republic of China. To register or 
obtain more information, companies should write to: 
East-West Technological Symposium, Room 3877, US 
Department of Commerce, 14th Street and Constitution 
Ave, NW, Washington, DC 20230, or phone (202) 
967-2394. Cost of the symposium is $30. 
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Environmental Protection: 
Constraints, Costs 
And Ways To Cope 


Most international companies would agree that they have 
paid too little attention to environmental considerations in 
the past. Most international companies also feel that the 
pendulum has now swung too far to the other side, putting 
constraints on production that can prove economically 
weakening for developed economies and literally deadly for 
the people of some of the developing countries. As a 
Brazilian spokesman put it at the UN environmental 
conferences in Stockholm: “It is true that pollution is bad 
for your health, but hunger is worse.” 

For international companies, the implications of 
environmental restrictions are both financial and operational. 
The financial consequences are most intense in the US, where 
a significant portion of corporate capital outlays for the near 
and medium term are allocated to pollution control and 
other environmental safeguards. In Japan, operational 
constraints are paramount. Public resistance is strong against 
new plants that can do environmental damage. In Europe, 
controls are more varied and specific, as this article, detailing 
corporate experience, illustrates. 


Reynolds Aluminum’s saga in Germany is probably the 
most illustrative. When the company decided to build an 
aluminum complex in Hamburg some years ago, 
environmental considerations did not seem to be an obstacle. 
The city of Hamburg had taken a 10% participation in the 
project, and a local senator assured Reynolds that it would 
have no trouble obtaining building and operating permits. 
Reynolds proceeded with construction, and the plant went 
on stream about two years ago. 

Last year, Reynolds found itself in court, having to 
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defend itself against local farmers who claimed that, even 
though Reynold’s plant was acknowledged to have the lowest 
pollution rate of all aluminum smelters in the world, the 
company’s emissions exceeded the maximum tolerable limits 
for the area as a whole. The farmers’ suit was also directed 
against the city of Hamburg for granting the requisite 
permits. 

The case was complicated. Germany and Hamburg had 
toughened their antipollution legislation, with Hamburg 
subjecting companies to emission controls, and the German 
federal government laying down maximum emission 
standards on an areawide basis. The issue still has to be 
resolved--by the same judge who ordered a total production 
stop for the Reynolds smelter. However, that decision was 
ameliorated by an appeals court that permitted Reynolds to 
operate at two-thirds capacity until the case is settled. 

Since Reynolds could not operate profitably at two-thirds 
capacity, it sought a buyer who could somehow make the 
plant a going operation. With 1,200 jobs at stake, the 
government was equally eager for a buyer to appear. By 
mid-summer, a solution was worked out whereby Reynolds 
would sell its 90% share in the plant’s Dm160 million equity 
to the city of Hamburg for one token Deutschemark 
(Dm2.5:$1). Hamburg, in turn, sold the plant to a 
consortium consisting of Reynolds, the government-owned 
aluminum group VAW and Austrian interests. Even though 
the final chapter has yet to be written, the Reynolds episode 
underscores the need for companies to carefully examine 
antipollution regulations and discount promises by officials, 
even when they happen to be partners. 


An aroused public 


Firms in Spain and the Netherlands—two countries in 
which environmental concerns are prominent--have not yet 
been ensnarled in a Reynolds-type situation. But they have 
found that the governments, prompted by an aroused public, 
are vigorously enforcing antipollution laws that have been on 
the books for years. Oxirane Chemie Nederland, a subsidiary 
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of Oxirane Corp of New Jersey, was hit with a whopping 
G4.5 million fine (G2.6:$1) last December for releasing “a 
poisonous and explosive gas cloud” over Rotterdam. The 
company appealed the fine, claiming the escape of gas was 
caused by a breakdown in the municipal electricity supply. 
The authorities reduced the fine to G37,500 after Oxirane 
agreed to drop the appeal. The face-saver for the municipality 
was that it changed the basis of the fine. Originally, it had 
invoked a clause in Oxirane’s rental lease providing for a fine 
of up to 10 times the annual rent. The reduced penalty was 
based on the national Air Pollution Law, which imposes a 
maximum of only G50,000, and the Public Nuisance Act, 
which has a limit of G10,000. The Dutch authorities 
maintained that the nominal fine would serve as a warning to 
other companies. 

Companies in Spain have found the local populace more 
pollution-minded than might be expected. For example, 
because of protests from local fishermen, INI, Alcan and the 
Pechiney group had to shelve plans for a P26 billion (P59:$1) 
alumina/aluminum plant on the northwest coast of Spain and 
locate farther inland—a move that ups the transport costs of 
imported bauxite. Local pressures have also prompted 
authorities to: deny, for the third time, permission to Dow 
Chemical to build an insecticide factory; ask that Flurouros, 
a subsidiary of Bethlehem Steel, build an underwater 
sewerage line several miles long, so that beaches would not be 


Where We Go from Here 


Environmental protection will be with us for the 
foreseeable future. From the head of the US 
Environmental Protection Agency, Russel E. Train, a 
perspective on the magnitude of the problem and an 
approach to solutions: 

“There is, I think, far too much of an inclination, in 
dealing with the very difficult judgments involved in so 
many environmental decisions, for too many people to 
behave as if everything were being acted out against 
some absolute and immutable sky, as if the issues and 
the outcomes were always ‘either-or’ and all-or- 
nothing’... . 

“Most of the easy problems have long since been 
dealt with. What we have before us now and for the long 
term are highly complex issues, whose resolution will 
seldom please everyone, and all too often will probably 
please no one.... 

“But let us at least try to deal with the issues on their 
merits, and let us try to accept as a working hypothesis, 
until the evidence builds up to the contrary, that the 
other fellow, whoever he may be—industrialist, farmer, 
forester, worker, environmentalist or bureaucrat—while 
perhaps wrong in any given case, is operating in good 
faith, trying to deal with complex issues objectively, 
calling the facts as he sees them as best he can, and not 
engaging in a conspiracy against the public interest.” 


A Checklist 


As concern for the environment in Europe grows, and 
laws become tougher and more costly to comply with, 
companies will want to incorporate the following 
checklist into their investment plans: 

© Examine carefully not only national laws, but local 
laws as well. Determine which prevails. Failure to do this 
can produce a Reynolds-type situation. 

®Consider appointing an executive in charge of 
monitoring antipollution laws. Oil companies have long 
had technical staffs doing this, and some _ large 
international companies, such as Du Pont, have followed 
suit. However, there are still many firms in which the 
responsibility for keeping abreast of environmental 
developments is not pinned down. 

@Take advantage of local and national incentives 
available to companies for pollution control. In many 
instances, firms have not made use of these benefits, 
even when they were eligible. 

Determine if existing technology for controlling 
emissions may be used to develop antipollution 
equipment. This is, after all, a growth industry. 


polluted; and require from Sefanitro, a domestic firm, an 
exhaustive study on how its new ammonium plant would 
affect environmental conditions in the region and what 
measures the company would take to control pollution. (The 
study is likely to be used by town officials when approached 
by other companies.) 

Elsewhere in Europe, one of Norway’s largest chemical 
firms, Norsk Hydro, has had to submit to strict—and 
costly—pollution rules. The Air Pollution Council agreed to 
approve a new six-plant project, provided the total pollution 
did not exceed current emissions at the company’s existing 
plants at Heroya, about a mile away. This cost the firm up to 
Nkz300 million (Nkr5:$1). 

Even remote Iceland is extremely pollution-conscious. A 
key element in parliament’s approval of a joint venture by 
Union Carbide and the Icelandic state to build a ferro-alloy 
plant was a thorough scrutiny of UC’s pollution control 
equipment, which cost over $7 million. 


A new direction in France 


Companies in France will find that the government’s 
interest in the quality of life is more than fashionable 


phrase-making. This summer, the first antipollution: 
contract—they are billed as “voluntary” agreements 
negotiated between private companies and the 


government—was signed by Pechiney-Ugine-Kuhlmann. It 
calls for expenditures of Ffr200 million (Ffr4.4:$1) over a 
seven-year period on  pollution-control equipment, all 
expenses being borne by the company. Discussions for similar 
contracts with the Ministry of the Quality of Life are 
underway with Saint-Gobain and Creusot-Loire. > 
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The polluter pays—and receives 


Generally, the governments of Europe adhere to the 
“polluter pays” principle, which is also espoused by the EEC. 
In money terms, this means that an average 10-15% of any 
new corporate investment is absorbed by antipollution 
equipment, as against 6-8% in the 1960s. (In the Reynold’s 
case, the firm complied with 219 of Hamburg’s technical 
requirements, consuming 20% of the company’s total 
investment.) 

But most European governments are also willing to pay 
companies to curtail pollution. The Netherlands, for 
example, has given Shell G900,000 toward the cost of a pilot 
plant using a new and cleaner gasification process, another 
G900,000 to Philips for development of a “clean” motor for 
public transport, and G2.5 million to DAF for continuation 
of research on a diesel motor with a lower emission of fumes 
and noise. 

Spain provides numerous subsidies to firms that cannot 
bear antipollution expenses. These include cash subsidies for 
construction, equipment and installation, low-interest credits, 
tax rebates and special depreciation allowances. 

Belgian incentives, applicable to water pollution, include 
outright grants of 45% of equipment or installation costs 
exceeding Bfr200,000 (Bfr39:$1), a percentage that shrinks 
to 30% in 1977 and 1978, and to 15% in 1979 and 1980. 
Belgium also offers low-cost loans, reduced taxes and 
accelerated depreciation. The Belgian formula (45-30-15) was 
adopted by the EEC this year, and the EEC now encourages 
member-countries to implement it. 


Kaleidoscopic Laws ey, 


Give Firms Headaches 
In Alluring Iran 


“We rushed to Iran, following the oil price increase in 1973, 
expecting to find the streets paved with profits,” explains 
one executive, “and like a lot of others found more potholes 
than pavement.” 

Delays, skyrocketing costs, corruption, poor infrastruc- 
ture, more delays, vacillating government policies and atti- 
tudes, manpower shortages plus a host of other operational 
headaches have turned ostensibly viable joint venture 
agreements and lucrative turnkey contracts into corporate 
nightmares. 

In a two-part series, based on conversations with 
companies operating in Iran now (by BI’s Asian editor, who 
recently visited the country), BI describes some of the 
specters in these nightmares. This first article covers the 
problem of Iran’s kaleidoscopic legal structure as it affects 
corporate activity. A subsequent article will deal with such 
obstacles as inadequate infrastructure, manpower 
deficiencies, bureaucratic inertia and perversity, pervasive 
corruption and changing corporate attitudes. 


“The main thing to remember” sums up one New Iran 
Hand, “‘is that here a deal is not a deal.” 

Specifically, whatever the original terms of their 
investment agreement, most foreign manufacturing firms 
with joint ventures in Iran will be forced to reduce their 
equity participation to 15-25%. The mechanism for this 
compulsory spin-off is the Shah’s share participation scheme 
(BI’°75 p. 236), which requires companies to sell off shares to 
their workers and/or the public. (For the latest development 
in that scheme, see box p. 366.) 


Equity restrictions 


It remains unclear whether new ventures will be subject to 
the industry-by-industry equity restrictions (see box below) 
from the outset, or whether they will be forced to bring their 
equity down to the specified levels when they come under 
the share participation scheme, i.e. five years after the start 
of production. 

The fuzziness of the law presents 
discouragement to companies. 

“What is the point of our negotiating a 35% equity stake 
if we have to spin down to 20% after five years?” one 
prospective foreign investor commented. 


an additional 


Management control 
In addition to the equity pressures, firms with experience 
in Iran are also concerned about maintaining control of their 
operations. While the government has assured companies that 
the divestiture scheme will not affect management contracts 
or provisions in joint venture agreements that vest control in 
the foreign partner, firms remain skeptical. 
“Assume we trim our equity to 15%,” one executive 
notes, “what’s to prevent the government from reneging on 
(Continued on page 366) 


The New Equity Ceilings 


Agro-industries 
Basic metals 
Building materials... 6... .. 6-6 eee eee ees 20 
Cellulose industries .... 0.0.0. eee eee eer eee 25 | 


Pe ee ee ee 


Pe ee ee ee 


Electrical machinery and appliances ..........-- 
Electronics® 2.0.0... 00s eee eee rere eeee 
Food industries 


Pr eee ee ee 
Ce Ree ee 6 he 18: ee eet ee ee es BS eee 


Machinery and equipment* 


Metal products... 2... eee ee eee teenies 

Nonmetallic minerals .......-. 060 ee ee eeees 25 
Petrochemicals® ........0 00 eee ener teens 25 
Textiles . 0. ce eee ee te eens 15 
Transport equipment .....-..---2ee sere eee 25 
* in “special cases,” i.e. where high technology is involved, 


foreign equity may go as high as 35% in the asterisked industries. 
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CANADA 


Social Dynamics. Canada has lost 
much of the optimistic self-confidence 
that characterized it in the early 1970s. 
A bewildering array of economic and 
social problems has made Canadians 
pessimistic about their prospects for 
prosperity and greater economic inde- 
pendence. Soaring unit labor costs have 
made Canadian exports less competitive 
and have posed new problems for the 
country’s fragile manufacturing sector. 
Revised estimates of energy resources 
show the country’s medium-term re- 
serves to be much less plentiful than was 
previously thought—either as the basis 
for industrial growth or as a source of 
foreign exchange earnings. And uncon- 
trolled government spending, along with 
programs of generous social assistance, 
is posing new problems in fiscal and 
monetary management. 

The Trudeau government realizes 
that Canada must achieve major im- 
provements in productivity and halt the 
spiraling growth in unit labor costs. It is 
attempting to encourage an increase in 
saving rates and to boost industrial 
investment. 

The need to face the economic 
realities of high unemployment, infla- 
tion and the challenge of competitive- 
ness in world export markets, along 
with the demand for major capital 
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THE NEXT FIVE YEARS— 
@ Less economic nationalism 
® Disenchantment with Trudeau 
@ Modest recovery in 1976-77 


imports to offset a C$6_ billion 
(C$1.02:US$1) current account deficit, 
has begun to temper Canadian economic 
nationalism. 

Politics. Pierre Trudeau and his 
Liberal party won a majority victory in 
a general election last year, which 
should keep them in power until 
1978-79. But there is growing public 
disenchantment, not only with the 
government, but with Trudeau as well. 

Trudeau has lost much of the 
confidence of the business community 
due to his failure to cope with inflation 
and soaring government spending. He is 
also denounced by the trade unions for 
his failure to combat inflation and 
unemployment and for his wage and 
price controls program, introduced in 
October (see BJ °75 pp. 336, 342-3), 
which the unions contend was designed 
mainly to deal with wages. 

Under the Canadian federal system, 
the 10 provinces exercise considerable 
economic and political power. As a 
group, they can and do challenge federal 
government policies. The socialist New 


Democratic party (NDP) controls the 
government in three provinces (British 
Columbia, Saskatchewan and Manitoba) 
and formed the official opposition in 
Ontario after an election there this year. 
That election, in the country’s industrial 
and financial heartland, resulted in a 
minority Progressive Conservative gov- 
ernment. Thus, a new election is likely 
in early 1976. An election may also 
come soon in British Columbia, where 
the NDP government is under sharp 
attack from the business world. 

Anatomy of the Market. Real growth 
in the economy is expected to surge in 
1976, following a no-growth 1975. The 
recession in Canada was shorter and less 
severe than in most industrial countries, 
but recovery over the next two years is 
expected to be less dynamic. Real 
growth next year should be in the 5-6% 
range, with some improvement in 
export markets, housing construction 
and consumer spending. 

But in spite of wage and price 
controls, little change in the inflation 
rate is foreseen. The consumer price 
index should rise about 11% in 1975, 
compared to 10.9% in 1974. But early 
estimates for 1976, after the imposition 
of controls, still point to a 9.5-10% hike 
in consumer prices. Without controls, 
they would jump about 12%. Under the 


ixed Capital Formationmmemeses 


Percent change from previous year 
ow 


-5i 


59 61 63 65 7 69 7 


Percent change from previous year 


73 ri) rid 79 59 61 63 


65 67 69 71 73 5 7 79 


BUSINESS INTERNAYpyNAVed For Release 2004/10/13,,£1A-RDP88-01315R00010052000179. ner 14, 1975 


Approved For Release 2004/10/13 : CIA-RDP88-01315R000100520001-9 


an 
sy 


PROSPECTS FOR PROFITS 


fan) 
cy 


controls program, companies are permit- 
ted to pass on increased costs via higher 
prices, and many recent cost boosts 
have yet to work their way into the 
economic system. 

At the same time, the controls will 
probably aggravate the unemployment 
problem. Unemployment is projected at 
about 7.3% in 1975, compared to 5.4% 
last year. In 1976 no improvement is 
seen, and the rate could climb slightly. 

The coming year is expected to be 
one of monetary and fiscal restraint. 
The Bank of Canada has indicated a 
tightening of monetary policy and 
recently raised the bank rate to 9%, 
while the chartered (ic. commercial) 
banks raised their prime lending rate to 
9.75%. The federal government has also 
pledged to place tough controls on 
government spending in the new fiscal 
year. The government must maintain a 
close watch on external markets as well, 
in the light of Canada’s anticipated C$6 
billion current account deficit this year, 
caused in part by a merchandise trade 
deficit in excess of C$500 million. A 
small trade surplus is predicted for next 
year, resulting in a current account 
deficit of about C$4 billion. Canadian 
exports in 1975 were hurt by a lengthy 
forest industry strike, as well as by 
severe recessions in the US, Europe and 
Japan. 

Foreign Investment. Although Cana- 
da has expanded its screening of foreign 


investment from takeovers to the entry 
of new foreign corporations into the 
country and the expansion of existing 
foreign-owned affiliates into unrelated 
areas of business (BJ °75 p. 121), the 
current attitude is one of encouraging 
foreign investment. Canada allows in- 
vestment which will provide a “signifi- 
cant benefit to Canada,” i.e. in terms of 
jobs, exports, capital inflow, local 
research and development, and compo- 
nent purchasing in Canada. 

In other areas, the government has 
moved more slowly than it planned. A 
government-owned oil company has had 
its initial budget trimmed severely, and 
plans to overhaul laws governing li- 
censing and patent arrangements be- 
tween foreign corporations and local 
companies, including affiliates, are 
taking longer than expected. Nor has 
there been any action so far on 
government proposals to seek 50% 
Canadian participation in major new 
resource projects. One factor is a decline 
in such investment. But the government 
has set up a Royal Commission to 
investigate the powers and influence of 
big business. 

Total investment in new plant and 
equipment, in real terms, is expected to 
decline slightly in 1976, after a 6% gain 
this year and 7.9% gain in 1974. 
Investment in current dollars is pro- 
jected at about C$25 billion next year, 
compared to just under C$24 billion in 
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1975. Recent estimates of longer-term 
capital needs show Canada requiring 
C$100 billion to develop energy 
supplies up to 1985. 

Historically, the country has relied 
heavily on foreign debt and equity 
capital to finance industrial growth. But 
the relative importance of direct foreign 
investment appears to be dwindling even 
though about 58% of the manufacturing 
sector and 54% of the mining and 
smelter sector are foreign controlled. 
Last year, foreign direct investment 
amounted to C$435 million, bringing 
the total for the past decade to C$6.8 
billion. 

Currency. Canada began floating its 
dollar in 1970, _ starting at 
C$1:US$0.925. Since then it has floated 
as high as C$1:US$1.05. But this year it 
floated down to about C$1:US$0.96, 
reflecting the substantial deterioration 
in Canada’s balance of payments and a 
marked improvement in the US posi- 
tion, 

The outlook for 1976 depends 
largely on the success of Canadian 
manufacturers in gaining new export 
sales. Offsetting the problems of Cana- 
dian competitiveness caused by in- 
creased unit labor costs will be the 
impact of the 1976 Olympics in 
Montreal. Current forecasts point to the 
Canadian dollar maintaining a range of 
C$1:US$0.98-0.99, with a medium-term 
oscillation of C$1:US$0.95-1.00. 
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KALEIDOSCOPIC LAWS (Continued from page 363) 
the promise of control as it has on other commitments.” 
Licensing agreements are one of these other 
commitments. One US-based firm that has manufactured in 
Iran under a parent-company license for the past 10 years has 
renewed its licensing agreement twice. Each time the 
government insisted on a substantial royalty reduction as a 
prerequisite for approving the license. Since the parent firm 
cannot afford to cut its technology link to a joint venture in 
which it owns—for the time being—half the equity, it is 
forced to renew the license, at royalty rates 80% below those 
set out in the original agreement. 


Profit sharing 

The same kind of legerdemain surrounds Iran’s profit 
sharing legislation. Under the law, firms must pay their 
employees a bonus equal to 20% of pretax profits. In fact, 


The Divestiture Scheme 


The Shah’s plan requiring firms to sell 49% of their 
shares to employees and the general public (BI °75 
p. 236) is moving forward. Some recent developments 
provide partial answers to the more pressing questions. 

Pricing of shares: The first two groups of firms to 
have their share prices decided by the government shed 
some light on how the pricing system will work. The 
government seems to be trying to make share prices both 
attractive to the public and palatable to the companies. 
Government-set share prices for the first 17 firms range 
from R1,250 (R69:$1) to R15,000. The price appears to 
be tied indirectly to the par value of the shares, with a 
range of 1.2-2.7 times par. While none of the 17 
companies would say publicly that they consider the 
government assessment unfair, one foreign firm, 
scheduled to go public under the scheme, has calculated 
that even at 2.8 times par their shares would be 
undervalued by half. 

Getting paid: Shares sold directly to workers, the 
public or the National Investment Company (a new, 
closed-end mutual fund) will be paid for in cash. Shares 
sold to workers through the Financing Organization for 
Expansion of Industrial Ownership, which will lend 
workers up to R100,000 for their share purchases, will 
be paid for with tax-free government bonds of one-, two- 
or three-year maturities, currently paying 8.5%, 9% and 
9.5%, respectively. Companies will be allowed to borrow 
against the bonds and possibly discount them, but at 
rates that make both routes unappealing. 

What happens to foreign equity: Foreign equity will 
not be forced below the maximum limits (see box p. 
363). Thus, if a foreign firm currently owns 35% of the 
equity in an industry where the ceiling is 25%, it will not 
be required to sell 49% of its holding, but only enough 
to reduce its equity to 25%. 


CIA-RDP88-01315R000100520001-9 


the government dictates bonus amounts with no regard to 
real profitability. One company was forced to pay each of its 
workers the equivalent of 100 days’ wages in 1974 as “profit 
sharing,” even though the company showed accumulated 
losses of more than $4 million. 


Price cutting 


Many firms have also been badly squeezed by the 
government’s new anti-inflation price-cutting campaign. 
Manufacturers have, in most cases, been required to roll back 
prices to December 1974 levels. Importers are limited to 
markups not exceeding 15%. Retailers are visited by squads 
of students and consumers who have been deputized by the 
government to enforce price reductions of more than 50% on 
some 20,000 items. Noncompliance brings a swift trial before 
a special court and may lead to severe prison terms. 
Thousands of retailers have been already convicted and jailed. 

As a result of this campaign, economic activity has 
dropped by an estimated 60%; import letters of credit are 
down by almost 45%; and with manufacturers, importers and 
retailers unwilling to reorder products and materials they 
cannot afford to sell, numerous items have disappeared 
entirely from store shelves and restaurant menus. 


New UK Perspectives: 
Wilson’s Economic Plan, 
Oil and EEC Tensions 


Two events in the UK this month made international 
headlines. The more prominent was Prime Minister Harold 
Wilson’s program to regenerate British industry. The other, 
with a range of ramifications, was Queen Elizabeth’s 
inauguration of the first pipeline to bring North Sea oil to 
British shores. Both are assessed in this article. 


Analysis of the UK’s new industrial strategy reveals that, 
far from charting a new course, the Wilson program is 
designed primarily to get the Trades Union Congress (TUC) 
and the Confederation of British Industry to support the 
deflationary course now being pursued in the UK. 

In the present socio-political atmosphere, Wilson’s success 
in bringing off this labor-industry consensus is no easy task 
and proves once again how deft the prime minister can be in 
critical times. In this instance, Wilson stressed the need to 
give priority to industrial development, but this commitment 
was couched in deliberately vague terms. For example, he 
cited the government’s intention to provide a framework for 
assessing the prospects of the “more important” sectors of 
industry. But Wilson did not reveal what they are. And, as 
industry points out, why tamper with sectors that are likely 
to be successful? 

The answer is that Wilson had to sooth the unions. To get 
their backing for his drastic deflationary policy, he had to 
assure the TUC that its role in the economy would not be 
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diminished. Rather, the unions would be instrumental in 
determining priorities and would benefit by more jobs and 
higher living standards. To appease industry, all Wilson did 
was play back to companies what they have known and said 
all along, namely that manufacturing constitutes the 
backbone of the economy, and that industry must earn 
“sufficient profits on its investment to spur management to 
expand and innovate.” 

Despite the ambiguity of the regeneration program, 
Wilson’s political tightrope act seems to have paid off. His 
announcement was well received abroad, and at home even 
the business community and financial press, while grumbling 
that cosmetics is no substitute for substance, conceded that 
under the circumstances it was the best that could be 
expected. The stock market agreed. Following Wilson’s 
announcement, share prices on the London exchange rose to 
their highest level since November 1973. 


Oil to the rescue 


For the medium term, by far the most salient feature of 
the outlook for Britain is the less-heralded event of last week, 
the Queen’s inauguration of a pipeline from the North Sea to 
British shores. The commercial exploitation of oil must, 
henceforth, figure prominently in any corporate evaluation 
of the strength or weakness of the UK’s economy, and of 
sterling. Despite some imponderables (e.g. the future price of 
OPEC oil, the early appearance of alternate sources of 
energy, the possible secession of Scotland), the oil outlook 
today is even more rosy than it was 14 months ago, when 
forecasters predicted the UK would be a net exporter of oil 
by 1980 and that its balance-of-payments problems would 
disappear. 

While the oil companies, for understandable reasons, 
emphasize the problems involved in getting the oil out of the 
sea, specialists and prognisticators not associated with these 
firms nearly all agree that UK’s self-sufficiency in energy might 
come as early as end-1978, but will certainly be achieved by 
mid-1980. Forecasts abound (from oil economists at Erasmus 
University in Rotterdam, INSEAD, OECD and a slew of 
British experts), but the most conservative of all, the UK’s 
Department of Energy, had to revise its estimates upward and 
now says “total reserves could reach 4.5 billion tons.” 

Buttressing the optimistic assessment of Britain’s oil 
prospects are the new increase in the OPEC oil price (BI 75 
p. 331); the containment of slippages in the North Sea 
operations; and technological advances that cheapen the cost 
of investment per barrel capacity. The most vital element in 
balance-of-payments terms is the increasing use of non-oil 
primary fuels (gas, coal, nuclear power), which will reduce 
the projected domestic consumption of North Sea oil and, 
thereby, free a larger proportion for exports. 


The bottom line 


A little bit of math shows how all this will affect the 
UK’s external payments. Britain’s current account 
balance-of-payments deficit this year will be half that of 
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1974’s £4 billion (£€1:$2.06). Assuming that the 
balance-of-payments situation of 1975 is reproduced in 1977, 
the exportation of 40 million tons of light crude North Sea 
oil (at today’s prices) would be enough to wipe out the 
deficit altogether. And from 1978 onward, the UR’s current 
account balance of payments would be in permanent surplus. 


Strains on EEC 


While these forecasts augur well for the future of the UK 
economy, they are also making the UK government a bit 
heady concerning the European Common Market. The most 
recent manifestation of this was Foreign Secretary James 
Callaghan’s insistence on separate representation for the UK 
at the upcoming international energy producer/consumer 
conference in Paris in December. This procedural fight will 
probably be resolved by a compromise, but it cloaks a 
fundamental clash of interest within EEC, and the 
representation issue is only the first bout. 

For example, no one in EEC has yet challenged the UK’s 
legal ownership of the oil and gas discovered in the North 
Sea. But questions have been raised on whether EEC 
authorities might not in the future decide to have a say in the 
rate of extraction, i.e. to take an EEC view on whether a 
restrictive output policy should be permitted. ‘Tf the UK (or 
an independent Scotland) decides that it is in the national 
interest not to market all the oil that is available, will the 
EEC go along? A Select Committee on Energy of the UK 
House of Lords has already pointed out that the Treaty of 
Rome might be interpreted to mean that the UK will not 
have the sovereign right to limit oil exports--in any case not 
to the other members of the EEC. 

The sharpest possible conflict between the UK and the 
EEC could arise in the 1980s on the subject of differential 
pricing. One of the spin-offs. from the North Sea 
discoveries—important to the UK for employment, the 
balance of payments and regional policy—is the attraction of 
Britain for such downstream industries as petrochemicals, 
fertilizers and fibers. The UK industrial sector has had a 
depressingly low investment record, but petrochemical and 
allied industries are an exception to the rule. British 
companies, such as Fisons, ICI and BP, have announced 
investment decisions running into hundreds of millions of 
pounds. Many other international corporations—the 
BASF/Bayer group, Esso, Montedison, Monsanto, Shell 
Chemicals—are also planning to establish large-scale plants in 
the UK. None of these companies has requested cheap gas or 
oil for the purposes. The British government, however, (and 
the Scottish nationalists working for the autonomous control 
of “their” oil through an independent state), would like to 
have the contingent power to supply indigenous industrial 
users with oil/gas at prices that are lower than those offered 
for export. This is seen as a reserve economic planning 
instrument that could be used to persuade companies to 
expand their industrial capacity or to attract new plants to 
the UK. Such political-economic ambitions clearly run 
counter to the letter of the Treaty of Rome. 
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LATEST FROM CANBERRA... 

Australia’s constitutional crisis, sparked by the opposition- 
controlled Senate’s decision to block the Labor government's 
budget, has ended. But bitter political battles lie ahead. 
Opposition Liberal-Country coalition leader Malcolm Fraser 
has taken over as caretaker prime minister and has scheduled 
general elections for December 13, 

The campaign tone has already been set. Dock and railway 
workers struck to protest Governor General John Kerr's 
dismissal of Labor Prime Minister Gough Whitlam, and 
workers and students clashed with police outside Liberal 
Party headquarters in Melbourne. Mr. Whitlam can be 
expected to summon every emotional and nationalistic issue 
at his command to block an Opposition victory. He has 
already accused National Country party leader Douglas 
Anthony of being on the CIA's payroll. What kind of attack 
he will mount against foreign firms is not yet clear, but it is 
more than likely that Mr. Whitlam will turn his powerful 
rhetoric against MNCs in the name of economic patriotism 
before election day. 

The Liberal-Country coalition will build its bid for power 
on two issues: Labor’s mismanagement of the economy, 
which has contributed to, if not directiy created, Australia’s 
high rates of inflation and unemployment; and the extra- 
legal attempts by some Labor cabinet ministers to raise $4 
billion in petrodollar toans. 

If elections had been held two months ago, they would 
have resulted in a Liberal-Country victory by a substantial 
margin. Now, a public opinion backlash against the 
coalition’s recent obstructionistic tactics will Probably cut 
deeply into the coalition’s vote. While most political 
Prognosticators are still predicting a Liberal-Country victory, 
it appears that the race will be a close one. (For stance and 
Policies that can be expected from a Fraser government on 
issues of interest to international firms, see B/ '75 p. 339.) 


a eS 
WESTERN EUROPE 

Portugal has announced new emergency economic guidelines 
designed to revive business confidence. While the Portuguese 
government has done this several times since the end of the 
dictatorship last year, this time the introduction of concrete 
measures to implement the proposals could go a long way in 
helping restore the deeply troubled economy. 

Proposals of interest to international companies include: a 
new foreign investment code; Price increases for companies 
squeezed by rising costs; more equitable compensation for 
firms seized by the government or workers; and better 
enforcement of the laws designed to protect business from 
wildcat takeovers. The program also calls for cuts in public 
and private spending; a freeze on incomes (with COL 
adjustments); wealth taxes; surcharges on nonessential 
imports; reduction in energy consumption; and tighter 


management of nationalized industries. 

Pointing up the need for drastic action soon, the 
government predicted a drop in 1975 GNP of 10-15%, with 
unemployment rising as high as 13% of the workforce by the 
end of this year. , 


LATIN AMERICA 
The Andean Common Market is actively entertaining a 
proposal that would make major changes in its code for 
foreign investment., but would still retain the basic premise 
behind the rules—i.e. that international companies must 
operate via minority-owned subs in order to benefit from the 
regional market. The Andean Junta, Ancom’s secretariat, has 
drafted the proposal and submitted it to a panel of experts. 
The key provisions are: let each Ancom member decide 
the remittance ceiling it wants to impose (the Ancom-wide 
ceiling is now 14% of investment); permit technology and 
loans to be capitalized; limit local borrowing by foreign- 
owned firms to 150% of repatriable capital: and set exact 
terms and valuations for fade-out stock. Action on the 
proposal may take time, since the present Junta is scheduled 
to be replaced soon, and the chairmanship of the Andean 
Commission, Ancom’s ruling body, will also rotate within 
two months. 
ee 


ASIA 

North Korea has mounted a campaign to restore its tarnished 
financial image. By agreeing to pay the accumulated interest 
on about $500 million of West European trade credits, the 
North Koreans were able to roll over the principal for 
another two years. Companies—including Sweden's 
Morgardshammar, Sala and Atlas Copco—have been asked to 
agree to a postponement of payments for equipment ordered 
by Pyongyang in 1973-74. To date, the Koreans have only 
Paid about 10% of the Skr 600 million plus (Skr4.3:$1) 
contracts. 

Japanese banks report that they have begun to receive 
partial payment on the $50 million worth of arrears that 
amassed during June/July of this year. Korea’s outstanding 
debt to Japanese traders, banks and the government is about 
$400 million. While the banks appear to be receiving at least 
some of their money now, Japanese manufacturers, like their 
European counterparts, are asked to accept postponements. 
One Japanese pharmaceutical firm, which sold $10 million 
worth of drugs to North Korea last spring, has been promised 
that it will receive payment “‘soon.” 


The Philippines has postponed imposition of a capital gains 
tax to April 30, 1976. (It was originally scheduled to take 
effect January 1.) The tax will range from 10% for income on 
securities transactions amounting up to P10,000 (P7.46:$1) 
to 25% on gains that exceed P50,000. 
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Investment Protectionism: 
New Threat to the World 
And International Firms 


While protectionism in trade has been pretty thoroughly 
exposed as the menace it is to the world’s welfare, another 
kind of protectionism is becoming politically powerful and 
academically fashionable. The new danger is investment 
protectionism — which — argues—passionately, if not 
consistenily—that investment is bad both for the host 
country and for the home country. 

Host-country protectionism is most virulent in the 
developing countries, and by now sophisticated international 
companies have come to recognize most of its motives and 
goals and have learned to respond to both. 

Home-country protectionism is still in its incipient stage, 
but a study for the US Senate Foreign Relations 
Subcommittee on Multinational Corporations, by Professor 
Peggy Musgrave of Northeastern University, * reveals what the 
main thrust will be. Because companies will undoubtedly 
have to face the arguments contained in the dissertation, BI 
offers a summary of what these arguments are and an analysis 
of the deleterious consequences they are likely to produce. 


Prof. Musgrave’s study differs from past academic 
critiques of multinational investment by focusing on the 
long-range structural effects of capital outflow on the US 
economy, rather than on those involving short-term 
employment and trade. More specifically, the study seeks an 
answer to the question: what would happen if the capital 
that US companies invest overseas were to be, either fully or 
in part, invested domestically? 


* Direct Investment Abroad and the Multinational: Effects on the 
United States Economy, August 1975, available from the US 
Government Printing Office, Washington, D.C. 20402. 


To answer the question, Prof. Musgrave hypothesizes a 
situation in which direct foreign investment, while providing 
more return on capital than does domestic investment, also 
gives a lower return to labor, thereby lessening labor’s relative 
share of national income. (Unlike the US Commerce 
Department, Prof. Musgrave defines national income as 
including all foreign-source income of US residents and 
excluding all US-source income of foreign residents.) In this 
scenario, Prof. Musgrave assumes a flexible exchange rate 
system and the use of government monetary and fiscal policy 
to maintain full employment in the domestic economy. 


The thesis 


Having set up this model, Prof. Musgrave feeds into it 
figures on US domestic and foreign investment published by 
the US Commerce Department, as well as tax figures from 
the Treasury Department. Using two different analytical 
methods, she finds that “direct investment abroad by US 
multinational corporations may on the average have served to 
reduce US national income, imposing losses on labor which 
exceeded the gains to investors.” In addition, she finds that, 
by her method of calculation, tax losses to the US Treasury 
further diminished US national income. 


Some arguments 


Beyond this central thesis, Prof. Musgrave proffers 
criticisms of overseas investment that bolster the currently 
fashionable attitude that what is good for companies may not 
be good for national governments. One chapter of the study, 
for instance, summarizes historical economic arguments for 
and against foreign investment. It includes the proposition 
that because of the damaging effects the UK’s heavy overseas 
investments prior to 1930 had on economic interests of the 
labor sector, the economic and social gap between capital and 
labor became nearly unbrigeable, leading to today’s economic 
turmoil. Prof. Musgrave hints that the US may now be 
headed in the same direction. 

Another argument raised against foreign corporate 
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investment (though never quantified) is that the transfer of 
managerial personnel, as part of the corporate investment 
package, causes the domestic economy to perform less 
efficiently than it would if the talent had stayed home. 

One potentially useful part of the study is the chapter 
devoted to a review of serious quantitative economic analyses 
that have been done on foreign investment and _ its 
consequences in recent years. (Appropriately, it does not 
include Barnet & Muller’s Global Reach.) 

In her review of the economic work that has been done, 
Prof. Musgrave cautions that the conclusions are tentative. 
She judiciously applies the same caution to the results of 
her own study, claiming that “the investigation has been 
hampered by lack of necessary data.” 


Policy recommendations 


This point leads to her most concrete 
recommendation—that the US government require “more 
adequate reporting on the operations of foreign affiliates of 
US corporations,” and that the data be incorporated into the 
US system of national income accounts. 

Prof. Musgrave also suggests: 

@ Changing US tax treatment of foreign-source income so as 
to “reduce investment abroad to the level justifiable from the 
point of view of national efficiency.” This is to be 
accomplished by either fully or partially transforming the 
foreign tax credit into a deduction and by tightening tax 
rules on intercorporate pricing. 

Taking foreign investment flows into consideration when 
deciding on fiscal and monetary policy, perhaps by 
stimulating domestic capital formation. 

® Abandoning the concept that the benefits of free capital 
flows are the same as those of free trade, since the former 
poses problems of political friction and tax equity that may 
make some restrictions necessary. 

®Re-examining the assumption that direct foreign 
investment is an efficient way to narrow the income gap 
between developing and developed countries. 


What will happen to the study? 


The full impact of the Musgrave study will not be felt by 
companies until the Multinational Corporations 
Subcommittee holds hearings on it, and for the moment 
these have been postponed indefinitely. They could, 
however, be revived early in 1976. 

Meanwhile, Prof. Musgrave’s treatise provides new grist for 
the mills of investment protectionists. 

The contention that labor would benefit if capital were 
invested in the US instead of overseas provides a new 
argument for the US labor movement, replacing the largely 
discredited assertion that international companies export 
jobs. The AFL/CIO, in its weekly newspaper, has already 
taken approving note of the study. 

The dissertation’s emphasis and conclusions also coincide 
remarkably with some of the views of the Senate 
Subcommittee’s chairman, Sen. Frank Church (D, Ida.), who, 
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in his introduction to the Musgrave study, praises it for 
“breaking new ground.” Sen. Church, himself, proposed a 
“Tax Neutrality Act (S651) early this year that would, 
among other things, severely cut back the foreign tax credit. 
In introducing this bill, he voiced his worry that US tax laws 
may be giving too much incentive to foreign investment at 
the expense of domestic investment, the fundamental 
argument of the Musgrave thesis. 


Firms In lran Wonder 
Whether the Hustle 
Is Worth the Hassle 


Companies that flocked to Iran in the wake of the oil price 
hike of 1973 are having second and third thoughts about 
whether it was worth it. While the potential still looks 
seductive, the operational problems are enormous and 
exasperating. In addition to a legal framework that seems to 
rest on the shifting sands of the desert, delays and costs, 
caused by transportation bottlenecks, communications 
problems, manpower constraints, bureaucratic sloth and 
institutionalized payoffs, make it impossible for some 
international firms to survive in Iran and make others wonder 
whether they want to. This, the second article in a series 
based on interviews by BI’s Asian editor with executives in 
Tran now, spells out what some of the problems look like to 
the men on the ground. 


The profit squeeze resulting from changing ground rules 
(BI ’75 p. 363) is exacerbated by disruptive delays and 
rapidly rising costs. Woefully inadequate infrastructure is at 
the heart of the problem. At this moment, more than 250 
ships wait in Iran’s southern ports to be unloaded. The 
average turnaround time for scheduled freighters is 150 days, 
190 days for charter vessels. One international manufacturing 
firm’s supply of raw materials arrived at Khorramshahr on 
June 6 and has not yet been unloaded. 

Once goods are off the ships, surface transportation 
becomes the next problem. Iran met its truck shortage by 
ordering more than 8,000 new vehicles. But because there are 
no drivers trained to operate the trucks, the vehicles sit idle. 
To cope with this situation, Iran is bringing in drivers from 
the Philippines and Korea. However, the acute shortage of 
housing, schools and other basic social facilities is already 
revealing the limits of that solution. 


Transportation bottlenecks 

For the international manufacturing company in Iran, the 
transportation bottlenecks create three separate operational 
difficulties, all of them costly. First, shipping lines now place 
an 80% surcharge on Iranian sailings. Second, manufacturers 
have to finance this floating inventory. Third, the lead time 
manufacturers need to allow for arrival of raw materials or 
components keeps lengthening. > 
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One international firm that has manufactured in [ran for 
more than a decade has watched its lead time stretch from 
three to four months in 1972 to seven to eight months now. 
It estimates that this additional time lag will cost $1.2 million 
in interest and demurrage this year alone. 

Another company, with a production pipeline averaging 
three to four months in most countries, operates on a nine- 
to 10-month basis in Iran. Components made in West 
Germany take anywhere from three months to a year to 
arrive at the plant site. For orders placed in the US, it takes 
one month for the ship to arrive in Iran; two to four months 
to get it unloaded; and one to three months to move the 
goods through customs and to the plant. 


Snarled communications 

The telephone system is equally troublesome. It takes two 
to three years to get a phone installed, unless the firm is 
willing to go to the black market where lines are available 
within 10-14 days at prices ranging from $3,000-4,000. 
Because of the shortages of lines, a company with hundreds 
of employees is often unable to get more than one or two 
phones, making it difficult to call out, and virtually 
impossible to call in. While international calls go through 
with relative facility, a long distance domestic call can take as 
long as 10 days. 

The government is attempting to correct these 
shortcomings. Its first priority is to clear the ports, but the 
lack of warehouses means that many of the goods that get 
unloaded sit around in the desert, exposed to both the 
elements and pilferage. A number of contracts have been 
signed with foreign firms to expand port capacity, but real 
improvement is still years off. 

The government has also signed several contracts with 
telecommunication firms, and additional deals will be 
completed over the next 18 months. But, again, the present 
problems are expected to seriously haunt manufacturers for 
the next three to five years. 


Human resources 


[ran’s human infrastructure—also strained to the limit-—is 
another factor that acutely stunts profitability. Trained 
Iranians, whether middle managers or assembly line workers, 
are hard to find. In-house training is expensive, particularly 
outside industrially saturated Tehran. Literacy outside the 
major cities is low, and even high school- and 
college-educated Iranians often lack basic problem-solving 
abilities. One company found that its training costs for the 
first year of operation were more than double the amount 
originally budgeted by the firm. 


The bureaucracy 


Judging from Iran’s thin veneer of bureaucratic 
efficiency—another major source of delay and frustration for 
foreign firms—the government faces similar personnel 
problems. Companies complain that the lower echelons of 
the bureaucracy are staffed with officials that are rude as well 
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as slow, and barely competent in the bargain. They are also 
afraid and unable or unwilling to make decisions, in even the 
most minimal matters. But they are tough negotiators, who 
will insist on making their points even if nothing happens 
thereafter. 

Top government officials are easier to deal with, but 
harder to see. The onslaught of major project proposals has 
put a severe strain on the few decision-makers in the 
government. In addition, at least some Iranian cabinet 
ministers purposely keep potential investors waiting for 
weeks. One knowledgable executive explains why: 

“Before the oil price increase in 1973, the Shah had his 
top people out trying to drum up new investment, and many 
of the companies they visited just weren’t interested. Now 
when these same companies are banging on the government’s 
door, there is an informal rule that cabinet level officials 
should keep them waiting at least a month.” 


Corruption 


Although the pervasive frustrations of the present system 
did not create corruption, they have certainly helped it 
flourish. Payoffs are just about unavoidable, ranging from the 
$10 bill required to assure a room at the Intercontinental 
Hotel, $150 to get the electricity at a plant turned on, to $5 
million needed to secure a $100 million contract. In an effort 
to fight this, the Shah initiated a crackdown on corruption 
within the government, forcing firms to sign affidavits listing 
all commissions and fees, and creating a commission to 
investigate certain government officials. If any amelioration 
comes as a result, it will come slowly, companies feel. 


The odds on survival 


How do foreign companies survive in this climate? Some 
do not. The luckier ones among them pull out before they 
commit themselves to substantial equity positions; others 
leave only after incurring large losses. Those that do survive 
find the road a rough one: 

“If we had it to do over again,” said the managing director 
of one international firm’s large joint venture in Iran, “we 
would go without equity. We have recouped most of our 
initial investment through technical assistance, transfer 
pricing and a slew of corporate services, but when you look 
at the hidden costs, the delays and the uncertainties, those 
eight digits behind the dollar sign could have been invested 
much more profitably elsewhere.” 


To stay or not to stay 


“Will we stay?” the same executive mused. “We look at 
the fact that in five or six years, Iran will be a third rate 
economic power with a market of 35 million people. With 
luck, in 20 years it will be a second rate economic power 
with 50 million. If we want a piece of that market medium 
term or long term, we have to put up with the 
problems.” 

“But,” he added, “don’t ask me the same question next 
week and necessarily expect the same answer.” 
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PROSPECTS FOR PROFITS 


NETHERLANDS 


Social Dynamics. Although 1975 has 
proved a disappointing year for the 
Dutch economy, mainly because of the 
drop in exports (which account for 
more than half of the national income), 
there are indications that real recovery 
could start in 1976. To help it along, 
the Dutch are prepared to tolerate hefty 
budget deficits in the coming years. The 
record G15 billion (G2.68:$1) budget 
deficit for 1976 emphasizes this. 

Meanwhile, the five-party coalition 
government dominated by the socialists 
continues to show moderation in 
implementing its proclaimed policy of 
leveling incomes. 

The government has met little 
opposition to its initial steps towards 
the goal of income redistribution, but 
the dramatic revision of income tax 
scales, pledged in party platforms, has 
not yet materialized. On the other 
hand, the government plans to provide 
about G3 billion to help both employers 
and workers in 1976. This includes 
G600 million for the family allowance 
fund and a six months’ delay in 
introducing higher VAT rates. There 
will also be some relief for social welfare 
premiums. 

The Den Uyl coalition cabinet has 
thus far taken the line of least resistance 
with most of its socialistic program. The 


THE NEXT FIVE YEARS— 


® Slow progress to socialism 
® Economic upturn in ‘76 
® More reverse investment 


cabinet has, nevertheless, introduced a 
number of bills dealing with social 
matters. While specifics are lacking, it 
does intend to strengthen the works 
councils (probably through elimination 
of management members), introduce 
some form of codetermination and 
obtain greater control over private 
enterprise and investments. 

A particularly worrisome trend for 
companies is the way in which the 
government, although not committed to 
nationalization, seems to be introducing 
it through the back door. With many 
Dutch firms facing serious financial 
difficulties because of the international 
and domestic economic situation, the 
government is being noticeably generous 
in providing financial help, either in the 
form of loans or subsidies. These 
financial facilities do, however, have 
strings attached, including special 
conditions for the loans and the 
outright purchase of shares in exchange 
for subsidies. Both give the government 
a powerful grip on industry that will 
probably intensify in the future. 


18) 


Another innovation that will cause 
trouble for companies in the years 
ahead is the introduction of an excess 
profits levy. The proceeds of the levy, 
which may go as high as 20% of profit 
on a graduated scale, will be earmarked 
for a fund operated by workers through 
the trade unions. 

Politics. The Den Uyl government 
will probably last out its full term of 
office, with elections due in November 
1976. Once again it seems certain that 
at least 25 of the country’s 120 political 
parties will then enter the race. Under 
the proportional representation system, 
about 12 of these will be successful in 
dividing between them the 150 seats of 
the Second Chamber and 75 of the First 
Chamber. 

This, in turn, will mean that the next 
government will have to be another 
coalition—probably of the same five 
parties that govern now—although there 
might be changes in composition and 
leadership. At present, the socialist 
groups hold a majority of cabinet 
portfolios. But the current attempt of 
the moderate Catholic and Protestant 
parties to form a new Christian 
Democratic bloc will, if it succeeds, put 
that group in a position to establish a 
government with the help of other small 
moderate parties, including the Liberals. 


Percent change from previous year 
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Even if the socialist-dominated industry will be able to stand on its own industry. There is, however, still marked 


coalition maintains its present ascen- 
dancy, it will be forced to retain the 
cooperation of the major nonsocialist 
parties, which would continue to act as 
brakes on any attempts to bulldoze 
drastic socialist policies through the 
legislature. 

Anatomy of the Market. Without 
actually winning the battle against 
inflation in 1975, the government has 
managed to keep COL rises to just 
under 10% and hopes to hold inflation 
at 8.5% next year. The increase in 
private consumption, 2.5% this year, is 
expected to be followed by a small 
spending boom in 1976, for a total rise 
of 3%, but then fall again to 2.5% until 
1979, 

As for GNP, the last of several 
revisions now predicts for 1975 a 
decline of 2.5% from 1974. Most 
estimates forecast a 3.6% increase in 
1976, climbing to 4% in 1977 and 
dropping back to 3% for the two 
following years. 

Industrial production, down at least 
3% this year instead of the anticipated 
5.5% increase, could possibly recover to 
a 4% rise in 1976 and 1977, then 
decline to 3% for the subsequent two 
years. The higher production prognosti- 
cation for 1976 and 1977 is based on 
the assumption that the government’s 
massive stimulation measures will be 
fully operative and that, thereafter, 


Retail Prices 


Wholesale Prices= 


feet again. Total investments, which 
plummeted about 15% this year, should 
increase by about 4.5% in 1976, 
followed by an annual rise of 5-6% in 
the next few years. 

The balance-of-payments surplus will 
drop slightly from G4.5 billion in 1974 
to about G4 billion this year. But the 
estimate for 1976 is G7 billion, a figure 
that could be maintained at least until 
1978 or 1979 because of the large 
export contracts for natural gas. 

Other exports also point to a 
brighter future, with the decrease of 5% 
this year, rising around 9% each year 
until 1979. This picture is accentuated 
by the expectation that increases in 
imports will not match those of exports, 
with imports down 4.5% this year to 
be followed by respective rises of 7.5%, 
8% and 9% in the three succeeding 
years. 

Patterns of Dutch trade are, more- 
over, quietly changing. This year has 
seen a drop in trade with the US and, to 
a lesser extent, with France and 
Germany, but there is more two-way 
business with the UK, Indonesia, many 
developing countries and especially the 
Middle East. 

Foreign Investment. The trend 
towards giving workers a say in the 
running of companies, along with stiff 
antipollution regulations, seems to be 
discouraging new foreign investments in 


interest in the chemical sector, with 
Dow Chemical spending G700 million 
on a new industrial port in Zeeland 
Province, backed by a 30% state 
subsidy, and American Cyanamid inves- 
ting G20 million in a pesticide factory 
in Rotterdam. In 1974, total foreign 
capital entering the Netherlands was 
G2.58 billion, whereas Dutch capital 
invested abroad totaled G4.2 billion. 
Dutch investors are mainly participa- 
ting in or acquiring foreign firms, and a 
number of the larger Dutch companies 
have announced that their policy for the 
next few years will be to obtain further 
stakes abroad, especially in the US. 
Prominent among these are the DSM, 
VMF, Scholten-Honig, Internatio- 
Muller, Pakhoed, SHV, Buhrmann- 
Fetterode and Thyseen-Bornemisza. 
Currency. The Netherlands govern- 
ment is planning measures to reduce the 
upward pressure on the guilder, caused 
largely by the gigantic windfall from 
sales of natural gas abroad and the 
resulting surpluses on current account. 
The government and central bank have 
agreed to reopen the Dutch capital 
market to borrowing by foreign author- 
ities, but the partial ban on financing 
direct investments in the Netherlands 
through the import of capital will be 
maintained. It is expected for the 
guilder to remain at approximately 
G2.7:$1 over the medium term. 


Percent change from previous year 


Percent change from previous year 
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Dwindling Petrodollars a 
Bring Change of Pace 
To Venezuelan Economy 


When the OPEC countries mapped their economic 
development plans after the fourfold oil price hike of 1973, 
they assumed they could count on revenues that have since 
proven to be unrealistic. The recession in the industrial 
nations and the rock-bottom existence of many developing 
countries have contracted world demand for energy, cutting 
steeply into oil sales. This has meant a recasting of economic 
policies in all OPEC countries, but particularly in those with 
substantial populations having substantial needs. Paramount 
among these are Iran, Nigeria and Venezuela. This article 
analyzes what the shortfall of oil income means to 
Venezuela and how companies are affected by the change. 


Venezuela trimmed its oil output by 11.6% last year, and 
has cut it back, in response to market conditions and 
conservation policies, by an additional 20% this year. This 
reduces oil income from an originally targeted $7.3 billion 
for 1975 to $5.7 billion, 32% below the 1974 level. An 
additional 10% production cut is scheduled for 1976, 
although that income loss will be just about offset by the 
boost in oil prices put in effect last October. 


The costs of nationalization 


The formal takeover of the oil industry from international 
companies on Jan. 1, 1976, will also have a bearing on future 
oil revenues. Following nationalization, Venezuela will have 
to make significant outlays of its own, after years of being 
able to sit back and skim off oil revenues without any costs. 
No official statistics have been issued on this subject, but one 
source reports that $5-7 billion in investment will be required 
over the next 10-15 years to maintain the industry’s 
efficiency and to meet revenue needs. 


Rethinking the budget 

The combination of these investment demands and the 
softened oil market have already led to some financial 
reevaluation. The 1976 budget of $7.7 billion, now before 
the Venezuelan congress, is 16% below the revised 1975 
budget of $9.2 billion. And the country’s major development 
and investment vehicle, the Venezuelan Investment Fund 
(VIF), will bear the brunt of next year’s budget cut. Set up in 
mid-1974 to channel excess petrodollars abroad and to 
provide complementary financing for major domestic 
development projects, VIF has been cut out entirely from the 
1976 budget. This follows a 44% decrease in the $3.1 billion 
allotment originally promised for 1975. 

Adjusting to these cutbacks, VIF has had to revamp its 
investment policy and plans. Although it has promised to 
honor its present international and regional commitments 


CIA-RDP88-01315R000100520001-9 ° 
(such as a $500 million special fund set up at the 
Inter-American Development Bank and the special oil 
financing assistance offered to Central American countries), 
no additional largess of this kind—with its premiums of 
prestige and political influence—is planned. 

Instead, VIF will concentrate on domestic financial needs. 
In August VIF began to recall funds held in foreign money 
markets (representing more than 80% of VIF’s total assets of 
close to $5 billion) for use at home. So far, VIF has made an 
equity investment and a loan to new shipping concerns in the 
public sector and has helped to finance major aluminum 
smelter projects. It has also agreed to financial participation 
in the country’s ambitious steel expansion plans and has 
earmarked B12 billion (B4.30:$1) for the oil industry. But 
VIF’s president has already warned that state enterprises will 
have to turn to foreign financial markets for some of their 
demands, since VIF does not have sufficient resources to 
meet public-sector requirements. 


How feasible is the plan? 


The petrodollar shortfall also raises questions about the 
viability of Venezuela’s 1975-79 development plan. The plan 
projects an average real growth of 7.9% over the five-year 
period, with real growth reaching 9.2% in 1979. These figures 
are based on gross fixed investment of $34 billion, the public 
sector being responsible for 60% of the targeted investment. 

Even before the revenue slump, the five-year plan was 
probably overly optimistic, given the country’s huge capital 
import needs. The plan projects an average annual increase in 
imports of 13.8%, but last year, even before any major 
development ventures were off the drawing boards, imports 
skyrocketed 46% and have maintained this high rate 
throughout the first half of 1975, 


Opportunities for companies 

The pace of imports and the government’s plans for 
major undertakings in the aluminum, steel, petroleum and 
petrochemical sectors, as well as increased agricultural 
production, point to continued strong export opportunities 
for international companies. But the boom will not be as 
bouyant as it seemed a year or two ago. Also, the rate of 
exportation will depend on the government's ability to cope 
with its paucity of technicians and capable managers and to 
get planned projects off the ground. 


investment rules 

Despite a now-expected shortage of both financial and 
human resources, Venezuela is unlikely to alter its stance on 
foreign investment. The country will continue to adhere to 
the restrictive rules of the Andean Common Market’s foreign 
investment code. Some opportunities for profitable joint 
ventures—with the government or private firms—will be open 
to companies offering technology and managerial services 
that Venezuela wants. But firms will find profit remittances 
limited by Ancom regulations and the rules on technology 
transfer demanding and tough. 
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Firms Add Up 
Pluses and Minuses 


All potential investment sites are not created equal. Some are 
either ignored or written off by international companies due 
to a volatile political climate, but deserve “back burner” 
consideration nevertheless, since no turmoil goes on forever. 
And firms that think ahead, get ahead. 

A classic example of this kind of site is Northern Ireland, 
where, despite a ceasefire since early 1975, the political pot 
continues to boil. The Constitutional Convention, charged 
with finding long-term solutions, has just filed a report that 
only rehashes old ideas and comes up with no real solutions. 
Despite this, a BI survey of companies operating in Northern 
Ireland turned up interesting, and mostly favorable, 
assessments. Below, an analysis of the pluses and minuses 
distilled from the survey. 


During the 1960s, Ulster enjoyed a boom in foreign 
investment, a boom that cooled in the early 70s. 
Nevertheless, several firms have made new investments during 
the last three years, and all but one of the companies in the 
BI survey were planning, or had recently completed, 
expansions. One executive summed up the near-unanimous 
sentiment: “If it weren’t for the violence, Northern Ireland 
would be the most attractive investment site in Europe.” 

The chief drawing card for firms is the host of lucrative 
investment incentives (see box below). As one of Britain’s 


Ulster’s Major Incentives 


© Building grants: 30-40%. 

© Machinery and equipment grants: 30-40%. 

® Grants toward starting-up costs: These are negotiated 
in a ratio to the number of jobs created. 

® Factory rents: New projects qualify for an initial 
rent-free period, with reduced rents available thereafter 
for two years. 

@ Loans: Favorable loan guarantees. 

© Interest relief grants: Grants to defer costs of private 


financing. 

© Relocation grants: Up to 100% of cost of transferring 
existing equipment from place of origin to Northern 
Ireland. 


e Training grants: £15 (£1:$2.04) per adult trainee, per 
week; also, the government maintains 14 training 
centers, cost free to companies. 

eTax allowances: 100% allowance of capital 
expenditure for plant and equipment in the first year; 
44% of construction costs of new industrial building 
may be written off during the first year. 
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“development areas,” Ulster has a package of sweeteners at 
its disposal that tivals those available in Eire (see BJ 75 p. 
43) and are among the most generous in Europe. 

In addition, companies report that the government, 
through the Northern Ireland Industrial Development Office, 
will bend over backward to help once a company decides to 
invest. Most firms lease government-built plants that are 
constructed to the company’s specifications. Expansions are 
encouraged and aided. One firm has doubled its capacity 
since it started operations 14 years ago, entirely with 
government financing. Companies also note that plant sites 
are completed on, or ahead of, time. 

Under special circumstances, investment contracts are 
open to renegotiation at company request. And the UK 
government continues to make financial commitments to 
Ulster. 

But this benevolent government attitude does carry a 
price tag. Companies have found that because a great deal of 
the financing and building costs are carried by the 
government, it wants to be kept informed on all substantive 
changes in investment plans. Moreover, these changes must be 
well documented and justified. Plans to expand, for example, 
must detail exactly how many new jobs will be created. 

Labor constitutes another allurement for companies. 
Chronic unemployment (it never seems to get below 6%) 
insures a stable labor supply. Firms have no problems 
negotiating second or third shifts. Growth in productivity 
(measured as output per employee hour) has outdistanced 
productivity growth in both Eire and the UK since 1964. 
Labor costs are approximately the same as those in the UK 
outside the big cities and are still below those for comparable 
jobs on the continent. 

Strikes are few, and what strike activity there is seems to 
rise in direct proportion with the number of unions active in 
a plant. The one firm in the survey reporting unusual 
disruptions has to deal with seven unions in its operation. 

For the companies located there, Northern Ireland also 
serves as a convenient base for exports to parts of the UK and 
for all of the EEC. All companies surveyed were involved 
mainly in export operations, with the weak pound a help in 
making exports from sterling-area Ulster more competitive. 

But the attractions of Northern Ireland are matched by its 
problems. The ongoing violence and the depressing social 
climate make many executives unwilling to move there. (UK 
nationals are especially reluctant to go to Ulster.) And, even 
when they do, many decide to leave after two to three 
months, under pressure from their families. 

The social climate also makes it difficult to persuade 
customers to come to the plant. One firm reports that it has 
to meet most of its customers in the UK. All the firms agree 
that it is more necessary in Northern Ireland than in 
anywhere else for an investor to find a personnel manager 
who knows the area and its inhabitants. Given the potential 
explosiveness of the political situation, it is mandatory that 
the personnel manager be able to strike a working balance 
with his hiring techniques. 
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LATEST FROM THE SUMMIT ... 

The long weekend Big Six summit (the participants were 
France, Germany, Italy, Japan, the UK and the US, with 
Canada’s presence vetoed by the French) was essentially a 
political exercise with two targets in mind: (1) the home 
population of the nations that took part, all eager to assure 
their domestic constituencies that effective action is being 
taken to meet the problems of recession and unemployment; 
and (2) the OPEC and other developing countries, now. gearing 
up for the Conference on International Economic 
Cooperation (CIEC), scheduled to take place in Paris on 
December 16 (for details, see 8/ ‘75 p. 281). The summit was 
intended to signal that the major industrial countries can get 
organized for a confrontation if necessary, but are also 
capable of real and imaginative give-and-take with the 
developing countries if the LDCs come to Paris in that spirit. 

The official statement emerging from the summit was 
replete with conventional wisdom in the area of world trade 
and notable mainly for what it omitted, i.e. any mention of 
international investment. 

However, some important topics were discussed that did 
not find their way into the communique. These include the 
Japanese/French idea of devising mechanisms to guarantee 
the export income of the major raw-material-producing 
countries, possibly by expanding the concept of the Lome 
Convention (B/ '75 pp. 48, 80); the growing imbalance in 
East/West trade, with the East European bloc rapidly running 
up trade deficits in magnitudes that are beginning to be 
worrisome; harmonization of export financing; acceleration 
of general trade preferences for the LDCs; and ways to get 
the lagging GATT talks back on track. Summit participants 
also focused on cooperation by the industrial countries on 
energy matters. 

The most substantive accomplishment came in the 
financial area, with the protracted tug-of-war between the US 
and France on the management of exchange rates finally 
coming to an end. Apparently, agreement was reached to 
Create more stabilization for exchange rates through constant 
consultation and intervention by the major countries’ central 
banks, backstopped by ongoing exchanges of information 
and policy planning at the ministerial level. At the same time, 
it was left to each nation to decide whether, and to what 
extent, it wants its currency to float, or stay relatively fixed. 

Preparing for the CIEC meeting from their side, the OPEC 
nations, meeting in Vienna, decided to establish a $1 billion 
fund to aid the Fourth World. The fund, financed by a 10 
cents levy on each exported barrel of oil, will provide 
interest-free, long-term loans to LDCs. Welcome as this fund 
is, it will do little to solve the real problems of the 
oil-importing LDCs. They face a current account deficit of at 
least $35 billion this year alone, a large portion of it caused 
by the sharp rise in oil prices. 


WESTERN EUROPE 

UK import controls are not in the making. The UK is 
hard-pressed to make a case for restrictions, since the 
country’s non-oil trade is in surplus. The clamor for controls 
comes from the unions and focuses mainly on the depressed 
auto industry. Sales of domestically made cars are lagging, 
and sales of foreign cars now account for 35% of the market. 
In the unlikely event that Prime Minister Wilson does opt for 
some restraints, they would be applied primarily to 
automobile imports from Japan. 


LATIN AMERICA 

Mexico's Foreign Investment Commission has issued two new 
rulings that indicate a tightening up of the attitude toward 
foreign investors. Foreign-owned companies must notify the 
commission before opening any new administrative office, 
warehouse or technical unit at any new location. Firms must 
also provide a list of all existing plants, shops, offices, 
warehouses or similar installations by Jan. 5, 1976. And 
fideicomisos (arrangements whereby majority stock of a 
foreign-owned operation is placed in a trust with a local bank 
in order to meet Mexicanization requirements) must be 
registered with the commission. 


ASIA/PACIFIC 

Next week’s national elections in New Zealand will be a close 
race. The basic issue is further socialization by the present 
Labour government or development of a free enterprise 
society by the National party. With corporate profits 
expected to fall in 1976 and unemployment likely to become 
a serious problem, Labour will probably have its 23-seat 
majority in parliament trimmed substantially. But Labour’s 
large-scale spending on such programs as nationalized 
accident compensation and pensions has attracted popular 
support and will probably help return Labour to power, 
albeit by a smaller margin than in 1972. 


South Korea has introduced new import restrictions. They 
apply to 12 items formerly eligible for automatic approval, 
namely: crude turpentine, partly refined petroleum, spirits of 
turpentine, rosin, refractory bricks, refractory goods of 
graphite, some types of glass, laboratory glassware, some 
types of iron and steel wire, wire of high carbon steel, rails 
and solder. 

Also, the local currency prior deposit requirement has 
been raised from 100% to 200% on 29 items, and the 
government is considering raising tariff rates on some goods. 


Pakistan expects to meet 40% of its oil requirements 
domestically by 1978 (compared to 10% now). A newly 
discovered well with a capacity of 2,000 bpd will cut down 
foreign exchange outlays by about $60 million p.a. 
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F. BIAGGINI January 9 7 1978 


Admiral Stansfield Turner, Director 
Central Intelligence Agency 
Washington, DC 20505 


Dear Admiral Turner: 


‘Tt gives me a great deal of pleasure to confirm, as 


Chairman of The Business Council's Program Committee, the 
invitation extended to you by John deButts to address The 
Business Council in Washington ofl the evening of February 15. 


ward with a great deal of anticipation to hearing what you 
have to say about current affairs jin the Central Intelligence 
Agency, and to learning more about whatever it is that the 
business community can do to assist you in the difficult 

task that you have at hand. 

The evening's activities will begin at the Mayflower 
Hotel at about seven o'clock with a reception, to be followed 
by dinner about one hour later. In addition to the regular 
members of The Business Council there will be a number of 
government guests present. 


We are grateful co yeu fo1 joining us at what I look 
forward to as an interesting and enjoyable evening. 


Sincerely, 


‘ 
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MEMORANDUM FOR THE RECORD 


_ SUBJECT: Telephone Conversation with John DeButts, President of 
AT&T and President of the Business Council of the 
_ United States er 


+ J. Mr. DeButts called me this date. He asked me if I would 
‘be their dinner speaker at the meeting of the Council in Washington 
‘on 15 February. I accepted. I proposed to -him two topics: 


a. The international economic situation; 9°02 2. 


.b. What we are doing in the intelligence world, and 
, particularly how it affects international business, e€.g-, 
Bie, Sate, _. publishing more unclassified material; assisting with Vie ween shy 29% 
ugh "es" terrorism... oe a Rae e ey a ee 


2. He preferred the second approach and suggested. that I 
might also talk about how the business community could be of assistance 


to me.. 


STAT 


« 


~ 
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Robert W. Hyde, who died a year 2go in * During the Boston experiments, LSD was Blassachusetts ‘commissioner “of mental 
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